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Cards on the Table 


T HE record of the first three weeks of the General Assembly un- 
happily suggests that the Russians have a shrewder view than the 
western Powers of the use to which the gathering can be put. The 
Assembly is not and cannot be a place where decisions are taken. It 
was conceived, not as a legislative or executive body, but as a place for 
free and constructive discussion. It has become the biggest sounding 
board in the world, and it can send the speeches of the statesmen 
assembled there to the ends of the earth. It is open to any power to 
distort it into an instrument of propaganda. 

Mr Vyshinsky has so far gained the advantage simply because he has 
shown more understanding of the vital role of propaganda in the battle 
that rages between east and west. His own rear is guarded by the 
almost total censorship of the Soviet sphere of influence. Before him 
lies the wide open ear of public opinion in the western states, and it is 
to this audience that his every word is addressed. Such a tactic should 
not be dismissed——as it tends to be dismissed by traditional professional 
diplomatists—as “‘ mere propaganda.” ‘The concurrence of the mass of 
the people is a vital factor in the effectiveness of democratic diplomacy, 
and what Mr Vyshinsky aims to do is to bewilder and disillusion public 
opinion until people feel alienated from their government and unwilling 
to respond to its lead. He is concerned with far more than a propaganda 
campaign ; he is attempting to strike at the foundations of western 
defence. 

The Russians are shrewd enough in their assessment of mass psycho- 
logy to know that in the world today the profoundest feeling of ordinary 
men and women is a longing for peace. They know, too, that of all 
forms of warfare it is atomic war that casts the darkest shadow over 
people’s imagination and conscience. They are therefore trying to ex- 
ploit this deep passion for peace in order to weaken the solidarity of the 
western world. Mr Vyshinsky’s performance at the General Assembly 
is simply a high light in a campaign that has been going on ceaselessly for 
months—a campaign designed to convict the western Powers, and the 
United States first of all, of the charge of “ warmongering ” in the eyes 
of their own people. 

The fact that, at this moment, Russian intransigence has compelled 
each western state to consider, with the utmost unwillingness, the 
necessity for some measure of rearmament makes the charge of “ pre- 
paring for war” more difficult to brush aside. All over the world the 
Communist Party is engaged in passionate attacks upon increases in 
western military expenditure and in demonstrations “for peace.” Mr 
Wallace has subordinated every other issue in his campaign to this. 
Wherever today there is fellow-travelling, there is the whispered or 
shouted accusation that the United States is actively preparing for war 
with Russia, that the leader of world imperialism is poising its atom 
bomb to strike down the “ Land of Socialism.” Day by day, this flood 
of propaganda pours out across the world, amplified by the General 
Assembly. | 

This is the background that must be grasped if the significance of : 
Mr Vyshinsky’s performance in Paris is to be properly assessed. He 
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has made three ofters to the other Powers: to sign a convention 
on atomic control provided there is a simultaneous conven- 
tion on the destruction of atomic weapons; to reduce 
armaments by one-third if others will do the same; and 
to “ put all the cards on the table "—in other words to disclose 
Russia’s seale of armament provided the other Powers furnish 
the same information. These are the offers which have been 
headlined from one end of the free world to the other. “Each 
is designed to show the reasonableness of Russia’s approach ; 
each seeks to pin responsibility for the present state of armed 
preparedness upon the western Powers; each was launched 
in a lather of accusations of American imperialism and war- 
mongering ; and each is now the main basis of discussion in 
the Assembly. In short, by being the one to make the proposals, 
Mr Vyshinsky has seized the initiative. To the outside and 
largely ignorant world, he has managed to appear the one 
leader pleading for disarmament, while the others hesitate and 
discuss and hold back. 


* 


This western failure to capture the initiative is understand- 
able. The concerting of the policies of three separate sovereign 
Great Powers is bound to be a more formidable business than 
the enunciation of purpose from a single centre—Moscow. 
Mr Vyshinsky does not have to worry lest Marshal Stalin should 
send Mr Malenkov to talk to Mr Truman “ face to face” on 
atomic energy just as he, Mr Vyshinsky, is taking an opposite 
stand in Paris. The episode 
of President Truman’s attempt “34 3 
to send Chief Justice Vinson to 
Moscow to discuss atomic 
energy was doubly unfortun- 
The proposal suggested ; ama 7 
division among the western | 5. 119,500 | 2,085,000 
Powers, but the President’s Military Budget | 
withdrawal of the project on 
Mr Marshall’s strong advice 
has played straight into the 
hands of Mr Wallace and his 
supporters. They are now 
saying that the President’s “‘ effort for peace ” has been crushed 
by the warmongers in the State and War Departments. 
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It is not only the inevitable hesitations of non-totalitarian 
governments which make their mistakes in public that has led 
the western Powers to lose the initiative. They almost certainly 
underestimate the effectiveness of the Russian line. Anyone 
in possession of all the facts must obviously find it very difficult 
to take Mr Vyshinsky seriously, for he has not bothered to 
present a serious case. When a man of his intelligence rolls out 
the stock figures about the percentages of the American and 
Russian budgets devoted to armaments—79 per cent in the 
American case, 17 per cent in the Russian—without mentioning 
that the Russian budget, being that of a totally planned and 
government-owned economy, covers most of the Soviet Union’s 
national income, whereas the Federal. Budget is a fraction of 
the American national income, he can hardly be surprised if 
informed observers conclude that he is not concerned with 
facts but only with effects. 


As for disarmament, the scale of western disarmament since 
1945 is so staggeringly beyond the one-third proposed by Mr 
Vyshinsky that it is all too easy for the western Powers to 
believe that the facts speak for themselves. The table on this 
page measures disarmament in Britain and America by three 
vital criteria—budget expenditure, scale of armed forces and 
scale of the navy (which received particular emphasis from Mr 
Vyshinsky). In each case, the fall has been nearer to seven- 
eighths than the timid one-third proposed by Mr Vyshinsky. 


As for his plea for “cards on the table.” it comes as a 
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crowning impertinence from the one Government that has 
refused all information on the state of its military forces. There 
has been no secret about British or American armaments singe 
the war. Year by year, budgets and blue books have publicly 
recorded their decline. Only in Russia is information totally 
inaccessible. Yet this is the Power that demands full access 
to the facts—as if the west, and not Russia, had guilty secrets 
to hide. 


* 


This combination of drastic disarmament and demobilisa- 
tion on the western side and the total darkness obscuring the 
Russian picture has one meaning only. Mr Vyshinsky is asking 
those who have disarmed already to cut their defences stil] 
further, when they are in complete ignorance whether Russia’s 
armaments may not be at this moment two-thirds greater than 
their own. Moreover, he asks them to do so at the moment 
when their delayed and unwilling acceptance of the menace of 
Russian policy is compelling them to rearm. It is hard to blame 
western statesmen for failing under these conditions to take Mr 
Vyshinsky seriously. 


In such a situation of total distrust, there is only one con- 
ceivable method of banning atomic warfare and of achieving 
genuine disarmament in the immediate future. That is to 
institute a system of international control of armaments s0 
effective that not even the Russians with their vast territory 
and their vaster duplicity could evade its provisions. Control is 
the only answer to the present 
crisis of confidence, and to 
judge by the Russian record 
on the Atomic Energy Com- 
mission, control is the one 


U.S.A. 
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+1 thing they will not concede. 


This is the case which no 
doubt dominates the minds of 
the western leaders—a case as 
self evident as it is unequi- 
vocal, a case upon which the 
disarmed west can rest with a 
clear conscience. Unhappily 
the case is by no means so self evident to the world at large, 
which either does not know or has forgotten the facts and is 
in any case more likely to read the headlines than the full 
report. In spite of the excellence of the western position, 
in spite of the full rebuttals made by various western 
statesmen, Mr Vyshinsky retains the initiative. Even if Mr 
Warren Austen’s case is irrefutable, even if Sir Hartley Shaw- 
cross’s summing up is masterly, they are still discussing Mr 
Vyshinsky’s proposal and in fact turning it down. Out of the 
world, therefore, goes the picture of Mr Vyshinsky pleading 
passionately for peace and disarmament while the “ war- 
mongers” think of more and more arguments to evade his 
challenge. 

There is only one technique for dealing with Mr Vyshinsky, 
and that is to wrest the initiative from him. « Instead of refusing 
a reduction of one third in armaments, the western Powers 
should have instantly proposed instead a reduction by three 
quarters and have concentrated discussion on Russia’s weakest 
point—the question of control. Every proposal on disarma- 
ment from this day forward should come from the western 
leaders and each should be backed with a detailed plan of supet- 
vision which the Russians must be forced to accept and respect. 
The present pattern—that of Russia offering and the west 
rejecting—is precisely the situation which Mr Vyshinsky 
set out to achieve. The most careful arguments, the best 
marshalled facts, the most patient explanations by the westem 
Powers will not counter this situation. It can be met only by 
compelling the Russians to say “no” until they find it pays 
better to say “ yes.” 
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Towards a Conservative Policy 


HE annual conference of the Conservative party presented 
T a strange contrast between the cheerfulness and confidence 
with which the routine business was conducted and the som- 
preness of Mr Churchill’s closing address. His words were in- 
tended for a wider audience than the delegates at Llandudno, 
and his review of the balance of peace and war had as little 
bearing on the fortunes of the Conservative party as his speeches 
of the nineteen-thirties. He was speaking as a world statesman, 
for whom the grand strategy of international affairs has a greater 
significance than the vicissitudes of party politics. If anything 
can be deduced from one speech, it may be that it marks his 
preference for a more olympian and judicial role over the 
detailed responsibilities of party leadership. 

On domestic party issues, the Llandudno conference 
exhibited greater unity and confidence than any since the 
general election. It is apparent that one of the Conservative 
party’s greatest handicaps, the apathy and intransigence of the 
constituency associations, has been partly overcome. It is true 
that the Conservative Central Office possesses nothing like the 
centralised power of Transport House ; in particular, it has too 
little voice in selection of good candidates. But the party as a 
whole has taken to heart Lord Woolton’s remarks about the need 
for money and membership. To more than double the member- 
ship of the party in two years and to increase it by a million 
members in the first six months of this year, is a considerable 
achievement. Whatever may be said of Lord Woolton as a 
source of political inspiration, there can be no doubt of his 
ability as a party organiser. 

This rebirth of confidence within the Conservative Party 
should not blind its leaders or its supporters to the great distance 
which has yet to be travelled before it can exert an overriding 
claim to the leadership of the nation. In the first place, many 
suvjects of which the Tories were once the especial champions 
now receive equal attention from the Labour party. There 
have been times when the Conservatives talked—and with some 
justice—as if they had a private monopoly in Imperial affairs, but 
there is no truth in it today. The Opposition may claim that in 
Commonwealth affairs the Government has pursued a policy 
dictated largely by the pressure of events, but equally it cannot 
avoid the reproof that its own attitude on India and Burma has 
not been helpful. In colonial affairs the Labour government has 
been exceedingly active, and although it can be charged with 
administrative naiveté and over-optimism, the only difference 
here between Socialists and Conservatives is one of timing and 
not of aim. In foreign affairs, too, the same basic similarities 
are to be found ; for the best part of three years the Opposition 
has supported the Foreign Secretary against the recalcitrant 
members of his own party. Opposition criticisms are perhaps 
gaining increasing weight, but criticisms do not amount to an 
alternative policy. Only on questions of defence can the Con- 
servatives make out a serious charge against the Government, 
and defence is not a subject on which elections are won. 

On the issues which do exercise the voters, the same difficulty 
confronts the Conservative party. Full employment and social 
security are linked in the public mind with the Socialist govern- 
Ment, and their conjoint origin in the wartime Coalition govern- 
Ment is easily forgotten. If these policies were to break down, 
it would be Communists, rather than Conservatives, who would 
gain in popularity. Even so, if the Conservatives are seeking 
working-class votes, they will have to convince the voters that 
a freer economy offers prospects of full employment at least as 
Good as in the period of postwar state control and Daltonian 

tion. Equally, simple opposition to economic controls can- 
not of itsclf constitute an alternative economic policy. “ Set the 


people free” is a ringing but elusive slogan; challenged by 
Ministers about the particular controls they wish to remove, 
the Opposition have been too content to point to a few obsolete 
regulations overdue for reform, and have shrunk from putting 
forward a comprehensive programme of financial and economic 
policy.  Diffidently and under pressure, the Government is 
lifting controls, and by the time the election comes it may 
have gone as far as any Conservative administration might dare 
to go in the same direction. 
* 

The indispensable condition of party government has been 
classically defined in terms of “broad and intelligible differ- 
ences of opinion, views of home and foreign policy of two 
distinct sorts, each of which might be held and was strongly 
held by honest and capable men.” It is just these broad and 
intelligible differences which seem to be lacking from the 
present political scene. And it is a characteristic defect of the 
Tory party in opposition that it attempts, in Disraeli’s words, 
“to construct a party without principle,” relying on some sup- 
posedly superior quality in its leaders rather than upon offer- 
ing a sounder policy to the nation. It is always tempted to 
appeal to the nation on the ground that it represents a higher 
level of political courage and ability and is able to minister 
to the practical needs of the country unhampered by dogma or 
copybook theory. But here again circumstances are against it. 
It is true that the Tory party contains a number of able 
administrators of long experience, but it is questionable if they 
have any overwhelming advantage in ability over the present 
government. Mr Churchill apart—and his gifts are pre-eminent 
in only part of the field of government—the senior members 
of the present government match in experience most of the 
figures on the Opposition front bench. And dominating both 
front benches is the figure of Sir Stafford Cripps, marching 
like Weir of Hermistoun “up the great, bare staircase of his 
duty, uncheered and undepressed.” He is applying, without 
abandoning his own political principles, all that a Conserva- 
tive chancellor could apply with any hope of success, in the 
present temper of politics and the present difficulties of the 
country. 

There are three situations which might cause a revulsion of 
feeling in favour of the Conservatives. The first is a grave 
worsening of the international situation, including the direct 
threat of war. The second is a major breakdown in the British 
economy, caused, say, either by an unexpected break in Marshall 
Aid or by acute industrial unrest brought about by Communist 
activity. The third would be the capture of the reins of govern- 
ment by the left-wing of the Labour party. The first eventuality 
would probably result in a coalition. The second might produce 
a coalition, and the third would almost certainly bring a Con- 
servative government to power. Although all three are possi- 
bilities which it would be unwise to write off, none of them 
comes within the realms of practical political prophecy. No 
wise Conservative would wish to see any of them come about, 
nor aspire to office in the bitter circumstances which they would 
create. 

There is at present a dangerous tendency in the Conservative 
party to confuse successful party administration with successful 
policy making. There is a strong belief that the results of the 
opinion polls show an inevitable swing towards Conservatism, 
whereas they need the most cautious interpretation. There is a 
conviction that the Conservatives, as the largest alternative party, 
are benefiting from the inevitable unpopularity of the policy of 
austerity, and that the swing of the pendulum is with them. 
There is a belief that the timing of the Iron and Steel Bilt will 








612 


make it possible to fight the election on that issue, and thus 
rally all but the dichard advocates of nationalisation. Failing 
that. it is held that the growing importance of defence and of 
foreign affairs will make the nation readier to listen to the Con- 
servatives. 

All this may be true, but if the Conservatives wish to regain 
the leadership of the nation it is all largely irrelevant. On a 
generous assessment of the present swing of the pendulum, the 
Conservatives in 1950 might achieve no more than rough parity 
with Labour—a majority of fifty seats either way. A solid 
rally of the middle-classes to their banner might enable them to 
form a government, but it would be quite impossible to carry 
one on, without the respect, if not the votes, of organised 
labour. To take or share office as the result of a crisis would 
be merely to set aside and not to solve the problems of an 
alternative policy. 

Largely as the result of its own internal divisions, the Con- 
servative party has not in the past three years evolved an alter- 
native policy for the nation, and it has now less than a year and 
a half in which to do so. The Industrial Charter touches only 
the fringes of an immensely difficult subject. The Agricultural 
Charter is an attempt to outbid the Socialists for the support 
of the farmers. “ A property-owning democracy ” is still hardly 
more than a slogan. No attempt has yet been made to tackle 
the internal and external economic problems of Britain as they 
will exist in, say, 1952, and to work out a policy for economic 





THE ECONOMIST, October 16, 1948 


expansion, for Western Union, or for colonial development. No 
statement of policy exists which applies, within the limits of 
what is possible, the principles of enterprise to industry and com. 
merce, and which unequivocally reverses the old Tory habits 
of favours for big business and restrictive practices. Statements 
of a general character are not enough. The Conservative 
must work out a detailed application of general principles, jn 
terms simple enough to bring conviction and comprehension to 
the ordinary man and woman. Until it has gone through that 
painful process of re-education, it cannot claim to possess ap 
alternative policy for the nation. 

If there is nothing in the present state of public opinion which 
should give the Conservative party any ground for complaceney, 
there is nothing to give it cause to despair. The interests 
which it represents are for the most part honourable and per- 
manent. The candidates it presents for Parliament are indi- 
vidually as able and upright as those of any other party. At its 
best, its leadership is as courageous and intelligent as that of 
the Labour party. It has a sense of the historic needs and 
aspirations of Englishmen which are too often overlooked by 
Socialists. But it has lost its hold over the imagination of 
ordinary men and women in Britain. To regain it it must show 
that it is not the party of big business, of landowners, or even 
of the middle-class. It has to produce a national policy for 
national problems, superior in merit and more appealing to the 
electorate, than any the Labour Party can offer. 


The Unimportance of Franco 


OR two years or more British policy towards Spain has been 
to let sleeping dogs lic. Mr Bevin and the Foreign Office 
have had their hands much too full to spare time for the long, 
delicate political and economic game which has to be played 
before sufficient Spaniards will combine to force General Franco 
into retirement, or before he mellows by natural processes into 
a dictator as relatively reasonable as his neighbour, Dr Salazar. 
At intervals Mr Bevin has been briefly critical about the state 
of affairs under the Caudillo—sufficiently rude to reassure the 
Labour Party that the civil war has not been forgotten, yet tactful 
enough to get a British trade agreement with Spain signed 
without undue fuss. The rest has been silence, with an occa- 
sional discreet glance at the activities of the Spanish republicans 
in France and of the monarchists in Portugal. 

Within the last fortnight a Republican Senator from America, 
on a guick tour of strategic sight-seeing in Europe, with two 
generals and an admiral, has woken the sleeping dogs. The 
barking has begun all over again—in Paris, Washington, London, 
Madrid and, of course, in Moscow. What impressed Senator 
Gurney, as chairman of the Senate Armed Forces Committee, 
was the morale of the Spanish people, the size of General 
Franco’s army—the second largest in western Europe—the 
defensive possibilities of the Pyrenees, and the air bases avail- 
able in Spain and its neighbourhood. By the time he reached 
home he had concluded that Spain should be admitted into the 
United Nations: he stated publicly that “it’s not up to us 
to tell any country what kind of government it can have.” During 
the Senator’s tour it had become known that fifteen of the 
twenty Latin American governments in the United Nations were 
likely to propose the admission of Spain to membership. This 
made it inevitable that Mr Marshall, Mr Bevin and Mr Schuman 
should consult in Paris on the subject ; and the Spanish monar- 
chists and republicans in exile naturally felt impelled last week 
to lay before the western statesmen such evidence of unity and 
determination in the quarrelsome ranks of the Spanish opposi- 
tion as would deter the three foreign ministers from any change 
of attitude towards Franco. 


Senator Gurney has, of course, done nothing more than strike 
a match rather carelessly near a trail of powder laid by others, 
American and European strategists—not surprisingly—have had 
their eyes on Spain for some time ; they would have been poor 
advisers if they had not appreciated the importance in war 
of the ports and airfields on the Bay of Biscay, of the mountain 
barrier in the rear of France and of the air route to Africa and the 
Middle East. Indeed, it was their duty to point out these facts 
to their political chiefs. It was then an easy step to suggest that 
diplomatic pin-pricking of Franco should cease, and to ask why 
Spain should be ostracised when the ex-enemy Italy was being 
spoken of as a possible member of Western Union. And all 
the time, behind the casual talk of service chiefs and the mar- 
shalled arguments of their staffs, lay the tendency of some 
Americans to think of a future war in terms of the last: with- 
drawal from central Europe in a rearguard action, followed by 
counter-attack and liberation. In such trains of thought nations 
—the British Isles as well as Spain—figure as bases and defen- 
Sive positions, not as moral and political entities ; and, in some 
American eyes, Spain is seen as a more defensible position than 
France. When such thinking begins to influence foreign policy 
it is time to call a halt for reflection. 

Reflection must begin with the facts as they are, and the 
relevant facts at the moment are these. First, there is in Britain, 
the Commonwealth, France and in the Scandinavian countries 
the strongest feeling against Franco and his regime. Its roots 
are deep and tangled. Young men and women who barely re- 
member the victory of Franco in the civil war, with Nazi and 
Fascist aid, feel as strongly as veterans of the International 
Brigade. A mood of shame and indignation comes over amy 
European Liberal or Socialist who hears talk of coming to terms 
with the regime established 12 years ago. He may be able © 
suggest no alternative ; he may not even understand the Spanish 
people’s dread of further civil war—now the main prop of the 
Caudillo’s power ; he may even recognise that international 
Communism is not what he thought it was in 1936. But the 
fact remains—he will have no truck with Franco. This is a2 
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unchangeable political fact, well understood by Mr Bevin and 
by statesmen in all countries of Western Union. 


Second is the fact that the whole movement towards co-opera- 
tion in the west, economic as well as political, has declared 
its loyalty to certain principles. It is true that there has been 
no suggesion of inviting Spain to join the Brussels Pact, although 
that would come if the strategists had their way ; but it is worth 
recalling that the signatories of that pact declared their intention 

to fortify and preserve the principles of democracy, personal 

freedom and political liberty, the constitutional traditions and 
the rule of law which are their common heritage. 

If those are to be the rules of the western club—and they 
should remain so—then Franco must expect to see Spain black- 
balled so long as he retains power. To choose this moment, 
therefore, in the development of Western Union to press the 
question: “ How shall the west come to terms with Franco ?” is 
to foment deep suspicions and dissensions in western Europe, to 
divide parties which have been slowly rallied by such leaders 
as Mr Bevin into confident and united support for their present 
foreign policies. It is easy to demonstrate that the arguments 
used to exclude Spain from Uno—notably by Poland—could 
be turned against Communist governments which are already 
members. It can likewise be argued that many things said and 
done against the Franco regime in fact rally many patriotic 
Spaniards behind him, Yet on this matter mere logic will make 
no impression on the average European Liberal and Socialist, or 
on many men and women of the centre and right as well. 

Third is the fact that the governments of the west—among 
them the United States Government—have accepted the United 
Nations Assembly’s decision of December, 1946, that members 
should withdraw their ambassadors from Spain. That decision 
stands, and there is not the slightest reason to believe that the 
British Government would propose or even vote for its reversal, 
even though the absence of a skilful ambassador in Madrid pro- 
bably does more. harm than good to British interests and policy 
in Spain. What is now less certain is whether a Republican 
President would feel bound by this decision, although a spokes- 
man of the State Department last week did his best to cover 
Senator Gurney’s tracks by saying that “ American policy is to 
support the decisions of the United Nations.” 

Last and not least important is the fact that, as recently as 
March 4, 1946, the Governments of Britain, France and the 
United States issued a joint statement on policy towards Spain. 
They agreed that so long as Franco continued in control 

the Spanish people cannot anticipate full and cordial associa- 

tion with those nations of the world which have, by common 

effort, brought defeat to German Nazism and Italian Fascism 
which aided the present Spanish regime in its rise to power 
and after which the regime was patterned. 

They expressed the hope that liberal-minded Spaniards would 
soon find means of bringing about “a peaceful withdrawal of 
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Franco,” abolition of the Falange, and the establishment of a 
caretaker government which would leave the Spanjsh people free 
to determine the type of government they wanted, and to choose 
their leaders ; “ the Spanish people thegaselves,” it was empha- 
sised, “ must in the long run work out their destiny.” There 
would be no interference from outside. 


* 


These then are the political facts—as important as geogra- 
phical facts—which must be understood by the strategists. A 
word must be added about the political and strategical probabili- 
ties. To bargain at this moment with Franco—whose price is 
and will remain high—would be to weaken the west in 
the cold war of propaganda and prestige, for the sake of uncer- 
tain gains in defensive preparations. For what might be spent 
on Spain’s railways, power stations, airfields, army and equip- 
ment would have to be taken away from the Brussels Powers— 
for on present estimates there is no surplus for Franco. Is this 
really the intention of Senator Gurney and those who think like 
him? Again, is it conceivable that the Franco regime would allow 
that free movement, close collaboration and friendly interference 
which military and economic co-operation with the United States 
involves ? Would Franco trust even a Republican administration 
in Washington sufficiently to give its representatives in Spain 
the free hand they would ask for ? It is surely more realistic to 
assume that only imminent danger, the dread of losing his grip 
on power under the impact of a European war would induce 
in the Caudillo a compliant and trusting mood. Lastly, can the 
Americans really afford to let the French believe that, in case 
of war, they contemplate a retirement to the Pyrenees and the 
British Isles ? Such an assumption makes nonsense of the whole 
European Recovery Programme. 

It is the declared intention of the British, French and Ameri- 
can Governments not to interfere in Spain’s internal affairs. In 
spite of the excited accusations of the Spanish press during the 
last week, there is no trace of Mr Bevin’s hand in the latest 
moves of Senor Prieto and Sefior Robles among the exiles. Is 
there then to be no British or no western policy towards Spain ? 
Is economic aid to be denied indefinitely to the Spanish people, 
burdened as it is by inflated food prices, huge military expen- 
diture, worn-out industrial equipment, scarcity of raw materials, 
and inability to trade in a normal way ? 


There is surely a clear answer fo both these questions. 
Economic aid to Spain now would benefit not the people but a 
corrupt and economically imefficient regime. As for British 
policy, the answer surely is that the curbing of Communism and 
the displacement of Franco are part and parcel in the same 
operation. As the Communist threat to western Europe recedes 
Franco’s raison d’étre will disappear. As Europe’s recovery 
advances, the contrast with their own poverty will become in- 
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tolerable to the Spanish people. As liberal and democratic forces 
in the west show themselves strong and efficient—as they were 
not in 1936—more Spaniards will see an interest in bringing 
them to bear on the pré®lems of their country. 

It will be objected that this is a long-term policy, that it 
does not meet the defensive needs of the moment. It is, indeed, 
a long-term view, but the west must postpone some of its tasks 
to the future. In the huge operation of political and economic 
recovery which is now under way there must be priorities, as 
in every great enterprise. And to decide what shall be done 
about Franco and his part in the defence of western Europe is 
no more a matter for decision in the immediate future than is 
the future defence of western Germany by Germans—another 
topic discussed among the strategists. 
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What is needed now in the west—with the aid and advice of 
America—is steady agreement on principles and aims, and cop. 
centration of purpose and energy. Anything which distracts 
attention and promotes dissension is a nuisance ; and at the 
moment the regime in Spain is merely a nuisance. Franco is not 
now strong enough either to threaten peace or to give the west a 
decisive advantage in war. In fact, the relations of the west with 
Spain would demand serious attention only if the Franco regime 
were crumbling, and if there were an effective opposition within 
and outside Spain ready to guide the country peacefully ang 
democratically into new paths. At the moment there is no sure 
sign of either development. It would be better to wait unti] 
there is, to forget and forgive Senator Gurney, and let the dogs 
go to sleep again. 


Will the Planning Act Work? 


HE object of the Town and Country Planning Act is to 

get effective public control of all uses of land. The Act 
has introduced revolutionary changes in the British system of 
land tenure. It requires any private owner or builder who 
seeks to develop his land, or to put it to a different use, first to 
get permission from the local planning authority (or on appeal 
from the Ministry of Town and Country Planning). If per- 
mission to develop is refused, no compensation is normally 
payable to the owner ; if permission is granted, the owner must 
pay a “development charge” to the state, equivalent to the 
anticipated increase in the value of the land, before he starts 
to develop it. In theory, the logical effect of this arrangement 
should be to reduce the market price of every piece of land to 
the value attributable to its existing use, whatever that may 
be ; for the state now holds the exclusive right to develop land 
and to sell this right if it chooses, Finally, the Act extinguishes 
all development values previously in private hands, but seeks 
to compensate owners for their lost rights from a fund of 
£300 million. Responsibility for disbursing this compensation 
fund and for levying development charges is in the hands of the 
Central Land Board, appointed by the Minister. 

So much for the theory of the Act. Bur the land market— 
always a tricky and unpredictable forum—is not reacting as 
the official logicians expected. Land has been changing hands 
at prices well above “ existing use ” values. Some aberrations 
of this sort are natural and were expected. The Act is highly 
technical, and the public finds its implications difficult to grasp. 
Allowance must be made, too, for personal and incalculable 
factors. A householder, for instance, who specially covets a 
neighbour’s field or garden will willingly pay much more for it 
(and will probably have to) than its agricultural value. But, as 
the chairman of the Central Land Board made clear on Thurs- 
day, the prices now being paid by many purchasers of land will 
get them—and of course the Board as well—into serious diffi- 
culties. 

The Town and Country Planning Act rests on two assump- 
tions, which if unfounded would seriously damage the public in- 
terest and offset the Act’s effectiveness as a planning measure. 
The first assumption is that the Act will not, on balance, dis- 
courage or retard private development but will merely steer it to 
appropriate sites; the second is that it will not put up the average 
costs of development. These assumptions are in part comple- 
mentary—for an increase in costs must eventually defer develop- 
ment. Their validity is challenged by the present behaviour of 
the land market. If land is consistently bought for development 
at more than its existing use value, and if the full development 
charge is then exacted by the Central Land Board, the total cost 
of development must be greater than it was before the Act was 
passed, and the extra cost will eventually be passed on to the 


occupants of new premises. Moreover, much private develop- 
ment is at present being carried out by individuals who build 
their own houses, and they have no remedy against excessive 
land costs beyond their own willingness to pay the purchase 
price. At present, perhaps, there is more danger that private 
development may be made unduly costly (to the consumers’ 
detriment) than that it may be stopped by high prices. Both 
dangers exist, and the second is likely to grow with time and 
could have very damaging effects if the permitted volume of pri- 
vate development were to be raised above its present low level. 

A further complication arises from the changed character 
of many current land transactions. It is not infrequent for a 
vendor to sell jointly with his land the benefit of his claim 
on the £300 million compensation fund, and to get in exchange 
the equivalent of a 1947 price. Unless the claim for com 
pensation is eventually met in full, the purchaser stands to 
lose on the transaction, whilst the vendor passes on an obliga- 
tion which the Act meant to be his. Of course, the purchaser 
May again pass on the difference, or some part of it, to the 
purchaser or tenant of the developed property. How far the 
£300 million will suffice to pay reasonably fair compensation 
to all claimants is uncertain. It is, in any case, quite unlikely 
to be sufficient unless extra provision is made for the mineral 
rights whose value was supposedly allowed for but was pro 
bably undercalculated. Moreover, few claims on the fund will 
be met in full since they mostly contain an element of floating 
value which will quite legitimately be discounted, whilst a 
further loss arises from the fact that claims will not be settled 
for several years. If purchasers pay much more for land 
than its existing use value, and take a contingent claim on the 
£300 million, they may be aggrieved by the final settlement; 
in part, their own ignorance will be to blame, but an inequity 
will arise which even legislation would find it difficult to remedy. 

If the Town and Country Planning Act is to work even with 
some degree of efficiency and equity, the Central Land Board 
must assume the umenviable task of coaxing or coercing the 
land market into complying with the Act’s broad intentions. 
The Board’s main coercive weapon is its ability to enter the 
market with compulsory powers of acquisition, which it is 
already threatening to employ. Even this weapon, however, 
could not tame a really obdurate market, for it is quite impos- 
sible for the Board to watch and to intervene in all the multi- 
tudinous private transactions in land. Nor would the Board 
wish to do so. Even if it were practicable, to resort to measures 
of public compulsion on a really large scale would be to defeat 
the intention of the Act, which is to work with and not against 
private enterprise. 

To gain its ends, the Central Land Board will have to rely 
primarily on persuasion and not on coercion, Persuasion may 
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be employed on two fronts. Purchasers of land can be 

ed to resist prices which are obviously higher than 
existing use values ; and vendors may be wheedled into dis- 
posing of their land more cheaply than at present, The first 
tactic may enjoy some measure of success. Many private pur- 
chasers are still unaware of the full meaning of the Act, and 
the market could not quickly bring itself to make a drastic re- 
yaluation of the established scale of land prices. The Act 
supposed that it would, and so missed the essential point that 
the conventional element in prices, particularly of land, is 
proving stronger than the theory which underlies the Act. 
There is no great shortage of building plots (building licences 
are the difficulty) yet in some areas keen competition for par- 
ticular sites is driving up prices. Would-be developers are 
free to report cases where the price asked is excessive, and the 
Board will then offer to buy the land itself. Its intervention 
in such cases, if necessary by the use of compulsory powers, 
could only affect a corner of the market directly, but its 
indirect restraint on the offers of purchasers and the demands 
of vendors might have some effect. 

The task of wheedling the vendor is much harder. As 
regards land whose early development is not contemplated, 
the Board can do litthe more than urge the purchaser to pay 
#0 more than existing use value. The case is rather different 
with land whose early development is desirable and practi- 
cable. Contrary to the strict theory behind the Act, it is 
now accepted that the vendor should be allowed—indeed, he 
cannot easily be refused—some margin of profit in such cases, 
otherwise he simply will not sell at all. The Board’s problem 
is to keep his profit to a minimum to prevent land from being 
acquired for speculation instead of development, and to stop 
the exploitation of compensation claims, as it were, as a con- 
dition of sale at high prices. It may be possible to persuade the 
vendor himself to pay the development charge before parting 
with his land in cases where permission to build is immediately 
available. The Board is willing to fix the charge subject to 
the conditions that the land is sold to a specified purchaser 
who must begin building within twelve months (thus preventing 
the creation of a market in development charges which would 
inflate prices and retard development). It will then let the owner 


| NOTES OF 


The Argentine Foreigtt Minister, as chairman of the Security 
Council, has been attempting mediation in the Berlin dispute and 
has failed. The Russians, despite some indirect evidence that Mr 
Vyshinsky was impressed by what Dr Bramuglia told him of the 
Western attitude, insist on keeping the matter out of the hands of 
the Security Council. They want to take up negotiations where 
they were broken off on Au zust 30th—that is to say, in the meeting 
of the military commanders in Berlin. That would at least ensure 
further delay and argument until the end of this month, when 
Weather conditions—the Russians seem to believe—will threaten 
the air lift more effectively than the rolling of Yaks or the flying 
of balloons. What is less generally realised is the disastrous 
effect that continuance of the blockade is having on the economy 
of the Russian zone. The western Allies have at least one ace 
in their hand. They too can afford to wait, provided that they 
donot keep their eyes fixed only on Berlin. 


The records will show that the western Ministers did not send 
_Bramuglia empty-handed to Mr Vyshinsky. They made it 
easier for the Russians to be moderate without losing face, pro- 
Vided that Mr Stalin wanted good relations more than a local 
Success. All the details and complications of the British White 
per on the dispute published last week—on which the Foreign 
e deserves congratulation—must not be allowed to obscure the 
issue: which is that force has been and is being used to 
blockade Berlin.’ 
ere is growing reason to suspect that the Russian reason 


for not wanting an equitable settlement in Berlin—except on 
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sell at any price he can get, on condition that the amount of 
the development charge already paid is disclosed to the pur- 
chaser. This arrangement gives owners’ a clear incentive to 


sell their land in appropriate cases, whilst giving the Board a - 


useful and necessary indication of the proper level of develop- 
ment charges, which would certainly be revised upwards for 
similar cases in the future if the owner’s profit turned out to 
be a large one. 


By a cunning blend of persuasion and coercion the Board may 
make some headway in bending the market to its will. The 
market may also of its own accord move slowly into a greater 
compliance with the Act’s intentions. Neither result, however, 
is Certain, nor in any event can the Board’s success be complete 
or be secured in a way that is free from unsatisfactory and 
inequitable features. Partly because of the unsatisfactory com- 
pensation provisions, and partly because of the inherent char- 
acter of the land market, neither owners nor builders are willing 
to forgo all profit from the development of land. Since, how- 
ever, the Central Land Board has a statutory claim to the whole 
of the profit arising from development, the necessary incentive 
to private owners and builders can only be supplied either by 
fixing the development charge at less than the theoretically 
“right” level or else by adding to the total cost of develop- 
ment—or by a mixture of both. Both results are undesirable. 
To have to vary, for reasons of practical expediency, a charge 
which ought to be settled for all applicants by a uniform rule 
is to introduce an undesirable element into public administra- 
tion. Yet this may be the only way of lubricating the machinery 


_of the Act. 


To ensure the effective public planning of the use of land 
is an aim accepted by all political parties ; it is essential to 
physical and social reconstruction; and it involves the solu- 
tion of the problem of compensation and betterment. No way 
of doing this which is clearly superior to the method introduced 
by the Act, has yet been propounded. There may well be a 
case—indeed a necessity—for amending legislation on some of 
the Act’s particular features. But the only fullblown alter- 
native which could replace it is that cherished by the extreme 
Left—the nationalisation of the land. 


THE WEEK 


terms which would bring them a bonus—is their awareness that, 
if the power to squeeze the western Powers in Berlin were once 
given up, they might find it impossible to assert a similar grip 
elsewhere. What they are bargaining for is a position from which 
they can wage the cold war with the maximum ‘effect and the 
minimum risk of actual fighting. That Berlin has a unique value 
for this purpose is shown by the war scare which has run through 
the west in the. last two months. It would be only worth giving 
up in exchange for concessions which would expose western 
Germany to economic distress, political disillusionment and 
infiltration from a Communist-dominated capital. 


»* ¥* * 


Mr. Churchill’s Warning—and Omission 


Few seem to have noticed the significant differences between 
what Mr Churchill actually said at Llandudno on Saturday and 
the text of nis speech released to the press beforehand by the 
Conservative Central Office. The changes that he made show 
how carefully his words were weighed and how conscious he was 
of his responsibility to a vast audience beyond his immediate 
vision. They suggest too that he was not thinking of an ultimatum 
backed by atomic bombs to be delivered to Moscow, but was 
expressing cautious confidence that by firmness the. western 
Governments could avert war. 

There remains, nevertheless, a puzzling and sinister vagueness 
about his renewed demand that “ we ought to bring matters to a 
head and make a final settlement.” Is he. proposing presenta- 
tion of the west’s terms for settlement, backed by an implied 
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threat to use force sooner or later; or does he mean a bold 
broadening of the narrow front on which the diplomatic 
struggle with the Soviets is now joined ? Presumably he means 
the latter: for in one and the same paragraph he urged that the 
western Governments should “ formulate their just demands while 
they have the atomic power and before the Russian Communists 
have got it too”; and he referred in no apologetic spirit to 
“ our Christian and altruistic inhibitions against using this strange 
new power.” Mr Churchill knows that the western Governments, 
as now constituted, are incapable of threatening resort to war, 
and would not be believed in Moscow if they tried to do so. 

Mr Churchill had one outstandingly apt and penctratung passage 
in his sombre and memorably phrased address. “We ought not,” 
he said, “to go jogging along waiting for something to turn up.” 
The west must formulate “its just demands,” and he gave a 
rough list of them: let the Russians “ retire to their own country ” 
and “liberate the eleven ancient capitals of eastern Europe” ; 
let them “cease to oppress, torment and exploit” their zones of 
Germany and Austria ; in the Far East let them “ cease to distract 
Malaya and Indonesia . . . liberate the Communist held portion 
of Korea,” and stop fomenting civil war in China. That is not 
a bad programme, provided it is understood that the price of its 
fulfilment might be Anglo-American withdrawal from Germany 
and Austria. It is at worst a timely reminder to Mr Bevin that 
he has not clearly restated the objectives of British foreign policy 
since he admitted that collaboration with Moscow in international 
activities of control, security and reconstruction had become 
mmpossible. If the Berlin question were cleared up satisfactorily 
tomorrow, what would Mr Bevin press for next ? 


x 


Mr Churchill’s brutal and realistic analysis is a necessary 
answer to the ruthless Communist analysis by Soviet leaders dead 
and alive (of which specimens appear in an article on the Moscow- 
Belgrade correspondence on page 629). What he said at Llandudno 
may have sent shivers down many spines in the west, but it will 
have thrilled many still hopeful hearts in eastern Europe. For 
there the next question for Mr Bevin and Mr Marshall—and 
for whoever speaks for France—is clear: how is the growing 
economic and military strength of western Europe and America 
(including their temporary monopoly of the atomic bomb) to 
express itself in diplomatic strategy and tactics? How, in fact, 
is power to be exerted offensively against the Soviet Union with- 
out recourse to war? That is the question which Mr Churchill 
did not answer at Llandudno, and which Mr Bevin was unable 
to answer when it was put to him recently by his military 
advisers, 

2 * * 


Dominions at Downing Street 


There is a faint hope stirring that the Prime Ministers of the 
Dominions will get down to hard facts. The fine phrases which 
characterised the first few days of their meeting this week in 
Downing Street seem to be giving way to plain speaking. So 
long as the meetings remain secret—and it is right that they should 
be—it is impossible to judge their temper accurately ; nevertheless, 
the official daily bulletins of their progress are beginning to show 
welcome signs that the Prime Ministers have not gathered together 
simply to indulge in an orgy of self-praise. 


The two most important issues before the meeting are economic 
co-operation and defence. Both involve a degree of give and take 
which the Dominions have not had to consider before in times of 
peace, and it is too much to suppose that agreement will be auto- 
matic. On Monday Sir Stafford Cripps outlined Britain’s four- 
year plan for its share in the European Recovery Programme. His 
speech to the Prime Ministers encouraged their faith in Britain’s 
recovery, but at the same time it emphasised that Britain is 
a member of two clubs, the European and the Commonwealth. 
The Dominion representatives were. obviously worried, for if 
Britain was to provide so much capital equipment for the con- 
tinent, would there be enough left over for the ambitious schemes 
for industrial development which most of the Dominions have 
drawn up? The dilemma is by no means insoluble, but the 
solution will involve the co-ordination of the economic plans of 
the Dominions, and this in turn will mean that some Dominions 
may have to curtail some of their pet schemes. Hard bargaining 
will be the order of the day, but this should serve to strengthen 
rather than weaken the bonds of the Commonwealth. It will at 
least reveal who is willing and who is not willing to co-operate. 


Constitutional issues appear to have been shelved for the time 
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being, but they cannot be avoided for ever.  Eire’s. break, wih 
the Commonwealth and the absence of Mr Costello from 

Street show that the links between the Dominions are not infinitely 
elastic. It is also probably more than a coincidence that the 
opening of Parliament on October 26th, when the Prime Minj 
will still be here, is to be accompanied by the full regalia of Crown 
and Sceptre. 


The African Conference Goes Home 


It is generally agreed that the conference of delegates from 
the British African territories was a good idea’ successfully carried 
out. From every point of view closer contact and mutual under. 
standing between the various colonial legislatures and Greg 
Britain are desirable. This would be true at any time, by 
especially now, when plans for a forward surge of colonial de. 
velopment coincide both with a time of severg economic di 
for the whole complex of which the colonies form part, and with 
a determined attempt from the outside to exploit those difficulties, 
spread disaffection, and, if possible, reproduce the conditions of 
Malaya throughout the African continent. 


There is an obvious short-run possibility of conflict between 
the interests of the colonies and of this country, and a rather less 
obvious but overwhelmingly more important long-run harmony, 
Like other economically and socially backward areas, Africa faces 
a dilemma. A poverty-stricken and largely uneducated . 
chronically below par through malnutrition and ill-health, needs 
trained men, equipment, transport, social services, a service for 
soil reclamation and pest control—in a word, capital investment 
on a huge scale both in human and material form—in order to 
raise itself to tolerable standards ; yet it has no margin, or no 
margin approaching the adequate, out of which to provide itself 
with these things, nor, even if it had attained them, to carry their 
immediate running costs until such time as they shall have. pro- 
duced their beneficent effect. Help must come from outside—in 
this case, from Britain. 


Britain’s own dilemma, the strain on its own resources, is, 
however, such that a full-speed, uninhibited campaign of 
colonial development for colonia] benefit alone is impossible. 
Such assistance as Britain can give depends on its success, and 
the success of the sterling area as a whole, in restoring and 
Maintaining solvency in face of the rest of the world. The 
short cut to solvency, favoured by totalitarian powers of all kinds 
and at all times, is to exploit every inch of colonial terr-tory and 
every pair of colonial hands for all they are worth ; therein lies 
the opposition of interests, and the opportunity of malignant 
trouble-makers. The long-run harmony lies in the advantage 
accruing to Great Britain from association with enriched, trans- 
formed and permanently prosperous colonial territories—an asso- 
ciation certainly not to be achieved by the methods of the exploiter 
—and in that accruing to the colonies from association with a 
stable, solvent Britain able, by reason of that stability and solvency, 
to provide further help towards their economic progress. The 
fact that the interests of both partig¢s must—in the interests of 
both parties—be harmonised at every step affects both the nature 
and the timing of colonial development, and makes mutual under- 
standing more important than ever. The Lancaster House con- 
ference, as a contribution to that understanding, ought to be the 
first of a series. 


Above Suspicion 


Whatever the outcome, it is good that a full judicial enquiry 
should follow the allegations of irregularities in the Board of 
Trade. The integrity of the Civil Service, and indeed of the 
whole administration, ought to be in every sense above reproach ; 
which means that.it must not only be complete, but be m 
seen to be complete. It has always been one of the great assets 
of British public life; and its maintenance has grown 
immeasurably in importance as the role of the Government 
has been extended. That very extension, of course, both offers 
opportunities for more or less serious lapses from the 
traditional standard and, even given an impeccable maintenance 
of that tradition, opens a wider field to suspicion, It & 
the more essential that suspicion, where it arises, be 
thoroughly ventilated. Any other course would lead either 0? 
general lowering of standards, or to irresponsible imputauen 
guilt even when no shadow of evidence exists. 
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scottish By-elections 
The by-elections in the Gorbals division of Glasgow and in 
the Stirling and Falkirk Burghs have continued the Government’s 
le record in holding on to its seats. As the following 
chart indicates, there is nothing in the voting at by-elections 
during this year to show any important change in the percentage 
of the votes polled by the Labour Party. Such votes as they 
have lost appear to have gone as much to minority parties as to 
the Conservatives. 
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800 TING IN THE 32 8Y-ELECTIONS|VOTING IN THE 8 BY-ELECTIONS 
iP TO DEC. 1947, SINCE DEC. 1947 


at the General Election 


A! By-elections At the General Electio At By-elections 
45% ets Fe) ES 





Nevertheless, there is no uniform pattern about the division 
of public opinion, as the Gorbals story clearly demonstrates. The 
total poll was down by about 7 per cent from the General Elec- 
tion, but the Labour majority fell from 15,804 to 6,525. This 
was partly due to the difference in personality between the locally 
beloved Mr George Buchanan, who held the seat for many years, 
and the new Labour Member, an extremely self-effacing lady who 
was nominated largely as a result of Roman Catholic pressure, 
and who refused to discuss such burning topics as housing. The 
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increase in the Conservative poll by 2,000 votes is an indication 
of the growing disillusionment with Labour, especially in Seot- 
land. The casting of over 4,000 votes for the Communist Mr 
Kerrigan was largely due to his own personal qualities and to the 
energy which his party put into the contest. He used almost every 
known device to gain local popularity, including a platform of 
anti-Americanism, recognition of Israel, anti-partition in Ireland 
(45 per cent of the Gorbals population is Irish Roman Catholic), 
home rule for Scotland, and disarmament. This is the first time 
in 25 years that the Irish question has been in Scottish politics, 
and the size of the Communist poll is a tribute to its usefulness. 

In the Stirling and Falkirk election, the Labour majority was 
reduced by more than a third, but the Conservative vote was only 
slightly increased, the change in balance being due to the candida- 
ture of a militant Scottish Nationalist. The Labour Party put 
up a determined effort to return the seat and their success indicates 
among other things the urgent need for the Conservative Party to 
improve its Scottish organisation which at the moment is exempt 
from the reforming zeal of Lord Woolton. 


* * 


Recurring Strikes in France 


The strikes in France are the epitome of the country’s mortal 
sickness. They are virtually unavoidable in a community 
in which the cost of living has risen by 30 per cent in a 
year while the maximum increase in wages offered so far is 
15 per cent. This situation reflects the incompetence of the 
divided central government, the refusal of the possessing classes 
to accept the necessity of high and strict taxation and the constant 
flirting of sections of the government with the idea of total laisser 
faire. In such conditions, all respect for the central authorities 
tends to banish among the more poorly paid workers and the 
situation is ripe for protests and strikes. 

At this point, the other fundamental weakness in France comes 
into play—the existence of a body of determined well-disciplined 
men who ate pledged to do all in their power to disrupt the 
French economy. The Communists are open in their deter- 
mination to destroy the Marshall Pian and to ensure that no 
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worker takes part in the “ war against the Fatherland of Socialism.” 
The strikes which have closed the mines for a fortnight and are 
continuing sporadically in all the vital sectors of the French 
economy—in metallurgy, in transport, in the docks—might have 
broken out in any case. Indeed, the non-Communist miners were 
unable to counsel their members not to strike, so bitter is the 
feeling over the rise in prices. But the presence of a Communist 
general staff fomenting and exploiting the situation clearly means 
that the strike movement wil! do the maximum harm to the 
French economy. 

There is only one way to break the deadlock. It is to stop 
inflation and stabilise prices. The French worker is chary of 
purely political strikes—as he showed in November, 1947. But 
the pressure on daily existence is now too severe for patience. 
However, the Queuille Government shows no more sign than any 
previous coalition of possessing the courage to grasp the financial 
nettle, and while the central power hesitates and dithers, the Com- 
munists grow daily more confident of their power to reunite the 
trade unions under their leadership—and General de Gaulle more 


certain that he will be called to re-establish “republican 
order.” 
. * * 
s 


Western Commanders at Work 


Planning, as distinct from reconnaissance, for the defence 
of western Europe really began this week with the first meeting 
in London of the committee of commanders-in-chief, with Lord 
Montgomery in the chair, and some familiar Shaef figures around 
him. It has taken six months to work towards this stage, and 
the shindy in Paris that attended the appointment of the chairman 
and of his land commander, General de Lattre de Tassigny, re- 
vealed the kind of political and social difficulties that arise in 
the co-operation even of friendly governments. 


The intention is that what is now called a committee of com- 
manders-in-chief shall become, in case of war, the nucleus of an 
integrated operational staff, chosen and trained beforehand. There 
has been so much misunderstanding of the Western defence 
organisation that it is as well to make the pattern clear. At the 
top of the hierarchy stands the Western Union Defence Com- 
mittee, consisting of the Defence Ministers of the governments 
concerned. This body deals with high policy and meets periodi- 
cally to discuss decisions like those taken in Paris last week. 
Below it comes the Western Union Chiefs of Staff Committee, 
also meeting periodically, which considers broad policy and 
strategy. This met recently with Lord Tedder, representing the 
British Chiefs of Staff, in the chair. So far this committee has 
had no American representative present at its meetings. 

At the base of the hierarchy comes the first organisation of 
all—the parent cell, as it were, of the whole defence organisation 
—the Military Committee of the Five Powers and its service 
staffs. This has the job of planning, exploring difficulties ond 
solutions, co-ordinating information and generally keeping 
momentum, American and Canadian observers sit in at its meet- 
ings. 

Five Power Defence Organisation 
Western Union Committee 
of Defence Ministers 


Western Union Chiefs 
of Staff Committee 


| | 


Commanders in Chief Military Committee of the Five 
Committee (Western * Europe) Powers and their Service Staffs 


The body of which Lord Montgomery is chairman is.an off- 
shoot of these three related bodies. It is responsible to the five 
Ministers of Defence and to the Chiefs of Staff in their joint 
capacity, although salaries and expenses are for the time being 
paid by individual governments. It is incorrect to describe Lord 
Montgomery as chairman of the West European Chiefs of Staff ; 
he is in fact commander-in-chief of land, sea and air forces that 
will be combined—if not integrated. 


* 


The French still feel, in their heart of hearts, that the cart has 
been put before the horse—that a guarantee of American aid 
and a military alliance should: have been obtained before they 
committed. themselves so deeply to..a defensive combination 
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against the Soviet Union. It is, of course, constitutionally jm. 
possible for Mr Marshall or Mr John Foster Dulles to give such 
a guarantee without the authority of Congress ; but they seem jn 
Paris 10 have gone as far as they dare in assurances about furuze 
American policy. 

These American assurances may have lightened the most press. 
ing difficulty, which is net military but financial: how is Fr 
and to a lesser degree Holland, to pay for the urgently needeq 
equipment which Britain and others can supply? Presumably Sir 
Stafford Cripps has brought back from his American visit new 
ideas on a riddle which is holding up the service experts in their 
planning. 

. . * 


Jekyll and Hyde Horner 


The split in Mr Arthur Horner’s personality as a member of 
the Communist Party Executive and as an official of the National 
Union of Mineworkers is becoming increasingly apparent. The 
Wigan by-election, where as the secretary of the NUM he had tg 
send good wishes to the official Labour candidate in his campaign 
against a Communist, was but one incident in a long series. Now 
as a member of the committee which is studying the problem of 
coal production, he has to support the policy of maximising 
output, at a time when the Communist line is to sabotage the 
European Recovery Programme and slow down production. 

This state of affairs might have continued for some time, so 
long as Mr Horner committed no major indiscretion. But the 
incident that has arisen during his presence at the conference 
of the French Confédération Générale de Travail (which is 
officially boycotted by the TUC, although the miners agreed to 
send him as a fraternal delegate before the strike began) must 
surely bring matters to a head. Mr Horner has declared that he 
welcomes the resolution from the Communist-dominated South 
Wales branch protesting against the shipments of Welsh coal to 
France while their French “ comrades” are.on strike. Mr Will 
Lawther, the miners’ President, has vehemently declared that 
the miners must support these exports as a mecessary con- 
tribution towards European recovery. For the moment, this is 
a battle of words and press statements, since both men are 
speaking as individuals. But when the full Executive of the 
NUM meets at the end of this month there will be strong 
pressure on Mr Horner to “come clean” and say whether he is 
in fact the miners’ Jekyll or the Cominform’s Hyde. 


* x x 


A Bribe for the Miners ? 


With the now familiar autumn exhortations and threats to 
the miners there has appeared the suggestion that some concession 
should be made on pay-as-you-earn income tax, which is alleged 
to be a deterrent to regular attendance. At the meeting of the 
Coal Board and the miners’ leaders last week, the point was put 
forward, and the board is to make a study of the effects of PAYE 
which Mr Gaitskell may then take up with the Government. If 
any concession is applied exclusively to the miners, it is 4 
thoroughly bad suggestion ; there is no justification whatsoever 
for singling out the miners and letting them off part of their tax 
payments on their overtime earnings at the expense of other 
taxpayers, in order to induce them to work harder and turn up 
more regularly. Criticism of the detailed working of PAYE 
is, indeed, widespread, and a modification may well be due. 
But this criticism is valid for industrial workers generally, and 
if the system is wrong, why should textile, agricultural or steel 
workers have to submit to it, if the miners do not ?. Mr Gaitskell’s 
offer to look into the case is only justifiable if it is applied gen- 
erally. 

Fortunately the Trades Union Congress is .as unlikely to favour 
preferential treatment for miners in the shape of tax concessions 
as it was for extra rations. But the very fact that inducements 
of this kind are canvassed only underlines the need for more 
constructive ideas. The announcement that the round target of 
200 million tons is to be broken down and discussed in each pit 
is, therefore, welcome. Hitherto the target for the year has been 
fixed at the headquarters of the Coal Board. It would be 
far more sensible to calculate it from the bottom up on 
basis of what each pit can be expected to produce. Until the 
colliery manager and the individual miner are working towards 4 
properly calculated objective, neither can give his full support. 
This is a matter for management on the spot, and it is an ominous 
sign of its own lack of self-confidence that the Coal Board has 
been prepared to support yet another ad. hoc committee ofysit 
Coal Board members and six trade unionists to examine the 
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of encouraging increased output and to boost production 
generally. Can this body contribute anything more than further 
confusion ? What has happened to the Burrows Committee set 
up last May after Sir Charles Reid’s resignation? It is still 
investigating the Coal Board’s organisation, and it appears that 
its report, even when ready, will not be made public. A new 
committee every three months will not achieve anything. 


* * ao 


The Choice Before Israel 


Fresh breaches of the Palestine truce, at Jerusalem and in 
the Negeb, are deflecting attention from problems of equal scale 
in the settled areas. Of these, the most far-reaching at present 
in the balance is the future pattern of the Israeli state. Shall 
it be democratic in the western, or in the eastern, sense of the 
word ? Israelis are divided. Large numbers, chiefly those torn 
in central Europe, hope that it will turn out to be something like 
Czechoslovakia in its heyday—with Weizmann as its Masarvk 
and Ben Gurion as its Benes. Numbers also large, but born 
farther east, see nothing repugnant in totalitarianism and think 
that an expansionist Israel would do best to hitch its fortune to 
the Russian star. 

The easterners have scored two successes in the last week. 
One was in the sentence passed on a Briton, Mr Sylvester, for 
alleged espionage during the fighting in Jerusalem. The other 
was in the superficially comic, but at bottom sinister, incident of 
the mass Stern Gang “escape” from Jaffa gaol. 

Mr Sylvester, one of the five British employees of the Jerusalem 
Electric Corporation who were kidnapped by the Irgun two- 
months ago, but later handed over to the Israeli authorities, was 
sentenced by the Jerusalem District Court to seven years 
imprisonment for “ broadcasting information useful to the 
enemies of Israel.” He in fact used one of the three small local 
transmitters that were supplied for purposes of intercommunica- 
tion to the three points at which the British residents remaining 
after May 15th were asked to congregate for safety—the cathedral, 
the consulate and the power station. Mr Sylvester was at the 
power station. Most of the messages interchanged seem to have 
been of the “ All well here” variety. One transmitted by Mr 
Sylvester may have been less prudent. If so, an adequate and 
balanced reaction to it would have been a warning by the Jewish 
security authorities on no account to refer to the accuracy of 
anyone’s shooting ; an alternative would have been the impound- 
ing of the transmitting apparatus. Upon the evidence, the 
sentence of seven years delivered by Judge Halwy (who referred, 
in his judgment, to membership of a “spy ring” of which no 
evidence whatsoever was proffered) is explicable only on grounds 
of politics. It was a manifestation of anti-British gall. It was 
also the delivery of a pound of flesh to the Irgun. There is to 
be an appeal. Possibly the higher court will produce new and 
strong evidence against Mr Sylvester. Unless it does so, it 
should not let pass this first display that the judiciary is a prey to 
political considerations. 


* 


The incident of the Stern Gangsters’ escape from gaol points 
in the same direction. Nearly two hundred of them got out “ for 
a breather” and “to prove that there are no walls which can 
hold us.” Some of their guards connived. The majority strolled 
back in their own time. Their armed escapade, said one Israeli 
police officer, was unimportant because they would “never shoot 
Jews.” But is this the heart of the matter? These young men 
and women stand for a totalitarian solution of Israel’s case. They 
have already proved that by battle and if necessary by murder 
they intend to secure a bigger Israel and to brook no interference 


‘from the United Nations. Either their crimes and intentions 


must be taken seriously and baulked now, or else the Israeli 

overnment must admit the logic of the conclusion that it is so 
sympathetic to the gangsters’ ends that it is ready to wink at their 
means. On present evidence, it is running with the hare and 
hunting with the hounds. It is refusing to follow the gang’s 
train of thought to its inescapable climax, which is that no Israeli 
leader can afford to parley or compromise with the outside world 
without risking his neck. 

These two happenings are not complete parallels, but they 

ve points in common. And, of these, the most important Is 


‘that both are manifestations of a sense of justice that is not objec- 


tive. To found a new state upon this basis is to face east, not 
West. The choice is open. Only Israelis can make it. Will it 


be freely made, or made at the point of a Stern Gang gun? 


is the Israeli Government still-has it in its power to say. 
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Communists Misfire in Java 


The Communist insurrection in the Republican area of Java 
now appears to have been a failure in so far as it aimed at 
the overthrow of the Soekarno-Hatta Government.’ Even as an 
outbreak of earth-scorching it has had only limited success, if it 
is.true, as Claimed in Jogjakarta, that the oil refineries at Tjepoe 
have been recaptured intact, though some of the gil tanks were 
burnt out. Guerilla warfare may continue, but the Communist 
armed forces have clearly been insufficient to seize poweryothe 
bulk of the Republican army remained loyal to the Government. 
It is reported that the Javanese Communists were not ready for 
Open insurrection, but obeyed the instructions brought from 
Moscow by Moeso. If so, it is merely an example of the Kremlin’s 
use of expendable local Communists in attempts to. embarrass 
and distract nations belonging to Western Union. 

The slogans used by the Communists in Java revealed the fear 
that at long last an agreement between the nationalist Hatta 
Government and the Dutch was imminent ; to prevent such agree- 
ments and maintain a condition of warfare or armed deadlock, at 
whatever cost to the native population, is clearly the present 
policy of the Communists in South-east Asia. The point should 
be made very emphatically in British publicity im that region. 
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The outbreak of the revolt and its collapse have had the 
advantage of separating the goats from the sheep in Java. As 
long as the Indonesian Communists were a part of the Republican 
nationalist movement, with a strong hold on various para-military, 
youth, peasant and trade union organisations, there was always 
some force in the Dutch argument that the moderate leaders 
were merely a “front” without real power, and that concessions 
to the Republic would be likely only to transfer the ultimate 
control of Java to the Communists. Fear of such a possibility 
has recently affected American policy with regard to Indonesia, 
and has increased sympathy in Washington for the more intran- 
sigent school of Dutch opinion. Now, however, that the Com- 
munists have come out in armed opposition and have been 
crushed, it will no longer be possible to discredit the Jogjakarta 
Government with charges of crypto-Communism, and the Re- 
publican Ministers themselves can be expected to be less frightened 
in future of being lashed from the Left if they sign a treaty 
with the Dutch. The new situation may be disappointing to the 
Dutch irreconcilables who hanker after a “ second police action ” 
in Java, but it should strengthen the hands of those who have 
genuinely striven for an agreement. 


* * * 


The Ground Roots of Monopoly 


Few measures of this Government deserve such general 
approval, irrespective of party, as the Monopolies and Restrictive 
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20,000,000 
more mouths to feed 
each .year 





While man multiplies his race by 20,000,000 people a 


year, the world rumbles on to disaster. Mass starva- 
tion and world strife are constant threats unless 
enough food is produced to feed today’s and tomor- 
row’s hungry millions. 

Until man can repair the.damage of soil erosion, and 
the antiquated production methods of the majority of 
the world’s farmers are modernised, every acre of still 
arable land must be made to yield up more food than 
ever before. The “Ferguson System” of complete farm 
mechanisation can play a constructive part in this 
world-wide objective. 

The “ Ferguson System ” co-ordinates the action of 
“Ferguson” tractor-implement units. It gives more 
traction without built-in weight that packs the soil. 
It gives finger-tip and automatic hydraulic depth con- 
trol of implements carried by tractor. Its versatility 
and maneeuvrability enable farmers to produce more 
food at less cost from every available acre. 

* Every week, for Harry Ferguson Ltd., more than 
1,000 “ Ferguson” tractors are manufactured by The 
Standard Motor Co. Ltd., and more than 4,000 
“Ferguson” implements by foremost British manu- 
facturers. 
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s (Inquiry and Control) Act, which received the 
Assent last July. Sir Arnold Plant, in an article 
jn the current number of Lloyds Bank Review, has some 
detailed criticisms to make, which agree very closely with 
those made in these columns, of the limitations imposed 
on the Commission’s freedom of action and the refusal to 
make possible any parallel inquiry into the restrictive practices 
either of trade unions or of Government-established bodies ; but 
his welcome is none the less a warm one. When, however, he 
considers the prospects of success in achieving the Act’s purposes, 
he puts his finger at once on a paradox of Government policy. 
The same Government which loses no opportunity of denouncing 
either monopoly capitalism as such or—according to which voice 
is speaking—“ private unenterprise”—has done everything to 
ovide and perpetuate a perfect medium (in the bacteriological 
sense) for its growth. The precedent was set between the wars, 
and wartime expedients reinforced the trend away from competi- 
tion. “The most potent single cause of the recent increase in 
restrictive agreements,” says Sir Arnold, “ is the detailed Govern- 
ment planning of production, distribution and foreign trade.” 
The example to which he gives most attention is that provided 
by the film industry; but the same effects can be observed 
throughout the economy. Concentration reduces competition ; 
allocation of materials by quotas strangles the growth of the 
efficient and safeguards the inefficient; the control of profit 
margins and the allocation of markets “ imitates,” says Sir Arnold, 
“the practices of the private cartel,” and the importance of trade 
associations has been enhanced by their role, both during the 
war and after, as negotiators with the Government planners and 
controllers. : 

Much of the *consequent growth of restrictionism must be 
regarded as merely part of the inevitable price paid for the equally 
inevitable distortion of the economy by war. Controls were neces- 
sary then ; many are still necessary now. Others, however, are 
not, except on the Socialist assumption that anything is an im- 
provement on the detestable price system, and in face of a 
Socialist disinclination to relieve the strain on the economy by 
reducing public expenditure. The principle of not allowing one’s 
right hand to know what one’s left hand is doing, or how one’s 
general economic policy may be frustrating the effectiveness of 
any particular piece of legislation, is the last one which should 
satisfy genuine planners. 


* * * 


Abusing the Health Service 


A new barrier has come between the health services and those 
who need them. Before July 5th the barrier was money. It is 
now the claims made on the services by those who do not really 
need them but are determined to get something in return for the 
large insurance contribution they pay each week—ignoring the 
fact that the insurance contribution would have to be paid 
whether there was a health service or not. Mr. Bevan’s recogni- 
tion that the health service is being abused in this way, as shown 
in his address last week to the Association of the Executive Coun- 
cils, is very welcome, for the popularity of the health service, 
after such an inauspicious gestation period, might have blinded 
him to the danger of its becoming too popular. 

To a certain extent the abuses are the fault of the professions 
concerned—of the doctor who prescribes unnecessarily in order 
Not to lose a patient, of the optician who supplies spectacles 
unnecessarily in order to make more money. But in the main the 
abuse comes from the public. The man who bought a new pair 
of spectacles before July sth and now demands a free pair from 
the health service to keep as a spare is guilty of further delaying 
the time when a person who genuinely needs spectacles can get 
them. The woman who treats her doctor’s consulting room as 
if it were a grocer’s shop and says “I want a certificate for corsets, 
4 certificate for spectacles and a bottle for my indigestion” is 
teducing the practice of medicine to a farce. 

Doctors could cap stories like these a hundred times over. 

¢ effect of such abuses is not only to waste the resources of the 

Ith services to the hurt of those who really need them and 
to lower the general standard of medicine. It also adds consider- 
ably to the cost of the health service. The estimated cost of the 
Prescriptions dispensed in England and Wales in the first month 
18 £1,500,000. This, it should be emphasised, was both a summer 
and a holiday month ; the cost in the season of illnesses will be 

higher. It may well be that the original estimate of 
£11,450,000 for the period July sth-March 31st will have to be 

led. Clearly, the introduction of the health service has 
led an unforeseeable amount {0 the already high cost of the 
Scial services, 
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It was always arguable that the principle of a free national 
health service was mistaken since it could so easily and so 
dangerously be abused. Unless the general public uses it, in Mr 
Bevan’s words, “ prudently, intelligently and morally,” the pessi- 
mists will be justified. 


* * * 


Whitehall Goes to the Country 


Further details have been published about the plans for the 
permanent transfer from London of §0,000 civil servants. These 
cover twenty departments, and involve the removal of sections 
of anything from 250 to 13,000 persons. Out of a civil service 
of some 700,000 people, 60 per cent are already scattered over 
the country in post offices, employment exchanges, assistance 
board offices and the like. The present scheme is to take a Slice 
out of the hard core of headquarter offices in order to relieve 
the congestion of the metropolis. 

During the transitional stage there are bound to be difficulties 
while old ties are broken and new ones are made; nor are all 
receiving centres equally enthusiastic about their new visitors. 
But the main difficulty is how an efficient service can be main- 
tained when individual departments are divided between several 
centres. On the whole the choice of the sections that are to be 
dispersed seems to have been judicious and they appear to be as 
nearly self-contained as is possible. But the secret of successful 
dispersal in peacetime as in war is a proper delegation of authority, 
so that contact between London and Bath, Worthing or Gloucester 
is limited to important questions of policy at the top and routine 
exchange of information at the bottom. It is fatal to the speed 
of business and to a sense of local responsibility if authority is not 
delegated to the limits of good sense. During the war regional 
offices were often the object of ridicule because they appeared to 
be forever awaiting instructions from Whitehall. This mistake 
should not be repeated. If physical dispersal also results in local 
independence something more than relief from congestion will 
have been gained. 

Quite apart from these advantages, dispersal can add new life 
and interest to old areas. The drift to London and the big cities 
over the past fifty years has denuded many smaller centres. A 
well-directed reversal of this movement will have an effect that 
is good or bad, depending on the extent to which the displaced 
communities become absorbed into local life, and do not regard 
themselves as superior enclaves of metropolitan exiles. 


* * x 


The Rockefeller Millions Move South 


Comparatively little attention has been paid to the important 
experiments which Rockefeller interests have been promoting in 
Brazil and Venezuela for the last two years. Yet they may lead, 
there, to revolutionary changes in farming and in living standards. 
The sponsoring authority is the International Basic Economy 
Corporation, which was founded as a result of Mr Nelson Rocke- 
feller’s wartime experiences of the stimulus given by American 
methods and capital to all fields of Latin American production. 
A group of US enterprises, financed by Rockefeller, is endeavour- 
ing, in co-operation with the governments concerned and on a 
profit-making basis, “to break”—in Mr Rockefeller’s words— 
“the bottlenecks in the*economies of these countries.” 

The main emphasis is on improving agriculture, from the 
development of the land itself by irrigation, scientific feeding, and 
the use of modern machinery and techniques, to the efficient and 
economic distribution of produce. At every stage in the process 
difficulties arise. Innovations are resisted by suspicious supporters 
of traditional primitive inefficiency, and vested interests wanting 
to perpetuate existing conditions offer no support. Because present 
methods are inefficient farming is considered a bad risk by local 
capitalists who expect quick and large returns and have not the 
country’s interest sufficiently at heart to attempt to improve 
agriculture by long-term loans at low rates of interest. These 
have to be provided spasmodically by the Government. 

So far fresh finance without fresh methods has achieved little. 
It is the peculiar merit of the Rockefeller plan that new techniques 
are to play at least as important a role as fresh capital. If the pro- 
ject succeeds, it should start a self-perpetuating process. Agricul- 
ture, being on a sounder footing, will attract capital to up-to-date 
farmers. By cheapening production as a result of improved 
efficiency, and by making investors content with a reasonable 
profit in return for increased security, this process could trans 
form the economies of the countries where it is applied. 
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There are so far few signs that domestic capital in Brazil and 
Venezuela is being tempted away from purely speculative enter- 
prises with glittering profits into more solid development. The 
project may provide the pattern of a new influx of American 
capital—if it succeeds—as well as a justification of the concept of 
free enterprise. And in the technical sphere, whether it succeeds 
or not, this private Development and Welfare Fund may well 
have useful lessons for British enterprise in the colonial empire. 


Shorter Notes 


Russian pressure on the Finnish Government has increased in 
recent weeks. At the end of August a formal complaint was 
lodged against the allegedly slow progress of work on the strategic 
Salla tailway, which Finland has undertaken to build for Russia. 
Then there was a protest against the condonation of “ fascist 
activities "—in contravention of the peace treaty. Meanwhile 
the Communists inside the country lost few opportunities for 
criticism. These tactics have a twofold interest. First, the 
responsibility for the sins of omission or commission belongs 
mainly to the previous Cabinet, with its strong Communist 
element. Second, the reports of the Finnish Communist press, 
even of the Cominform’s paper, were quoted as serious evidence— 
a familiar trick. The aim apparently is to frighten the Socialists 
into admitting Communists into the Cabinet. 


x 


The influence of Sir Ernest Gowers can be discerned behind 
the announcement that London Transport’s notices to the public 
are to be written in simpler and friendlier language. Examples 
of the new look given to the notices show that it abides by three 
of the rules for official writing he laid down in Plain Words: 
short sentences, the active rather than the passive voice, and the 
concrete rather than the abstract noun. Thus—to take one 
example—“ failure to adhere to the scheduled times of the buses ” 
becomes “if your bus is late.” Government departments, busi- 
ness men—and journalists—please note. 


Books and 


Blackett on the Bomb 


‘“* Military and Political Consequences of Atomic Energy.” By 
P.M. S. Blackett, Turnstile Press. 


PROFESSOR BLACKETT has written a book which is in part extremely 
valuable and in part extremely mischievous, Its value lies in the 
technically competent and clearly argued analysis of the poten- 
tialities of atomic energy within present or closely foreseeable 
technical limits for military or economic purposes. It is a salutary 
corrective to the more extravagant conceptions of the atomic 
bomb as the “absolute weapon ” which have had a great influence 
on public opinion and even on high official circles. Professor 
Biackett makes a good case for the view that the atomic bomb is 
not a weapon by which a Great Power gould be knocked out by 
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A short visit by Mr Schumann to the French Zone of y 
this week establishes a remarkable precedent. ° It is the first time 
since the war that a French Foreign Minister has gone out of 
his way to meet and establish points of understanding with 
German political leaders in the zone under his charge. The visit 
probably foreshadows an attempt by Paris to consolidate German 
opinion favourable to French policy before the zone merges with 
Bizonia. 

* 


The true reasons for the resignation of the late Dr Benes from 
the office of president of Czechoslovakia in May have been estab. 
lished beyond doub: by an article contributed on October 2th 
to the Manchester Guardian by the former editor of Nerodnj 
Osvobozeni. It is clear that the present Communist Government 
received from Dr Benes a signed record of a conversation with 
Gottwald, the Prime Minister, in which he strongly criticised the 
new constitution, its conception of the “will of the people” 
and the proposal to hold elections with a single list of candidanes, 
Dr Benes found in the consuiution no guarantees of civil rights 
or of the independence of the judges ; they would be in practice 
at the mercy of the Minister of the Interior. For these reasons, 
not because of his dociors’ advice, President Benes insisted op 
resigning. 

* 


Oxford University is the first university to come into the open 
about its opposition to the new school examination proposals, 
which would debar any child from taking the proposed “ general 
certificate of education” until the age of 16. Criticism of the 
Minister’s decision is contained in the University’s annual report, 
which points out how undesirable it is to use age as the basis 
for assessing a child’s readiness to take an examination. And it 
condemns even more roundly examination arrangements which 
are viewed solely from the point of view of the average pupil and 
done in such a way that the education of the more gifted is 
prejudiced. Will the Minister of Education listen to such authori- 
tative criticism before it is too late ? 


Publications 


a Blitzkrieg unless adequate military forces were available to follow 
up such an attack with invasion and occupation ; that atomic 
bombing from the air is no substitute for military strength on the 
ground ; and that the record of strategic bombing during the last 
war does not justify the theory of its decisive character, even 
with far more potent (but necessarily far fewer) bombs. He claims 
that recent technical developments have favoured the defence 
against the bomber, except over short distances, while rockets 
with accuracy of aiming at really long range are not yet in sight. 
He concludes that the idea of an easy victory in a war against 
Russia owing to America’s lead in atomic explosives is fallacious, 
and that the Russians themselves do not take the bomb very 
seriously. Their behaviour certainly seems to confirm this view. 

On the economic side Professor Blackett points out that the 
more deficient a nation is in supplies of fuel and power, 
the more it has to gain from the development of atomic energy 
as a supplement to its other resources. For this reason there 18 
a basic conflict between an international control of energy fer 
purposes of strategic security, which would require primary 
atomic plants to be evenly distributed between various parts of 
the world, and the economic need of backward countries to con- 
centrate on atomic energy development owing to lack of other 
sources of power. This conflict of interests indeed exists and 
its importance has, perhaps, not been sufficiently recognised, But 
the fact that a majority of nations, many of which might suffer 
economically from control such as was proposed in the Baruch 
Plan, have nevertheless supported it, shows that they set securily 
from atomic war above limited economic interests, and they ale 
not likely to be persuaded otherwise by Professor Blackeit’s sug- 
gestion that, because the atomic bomb is not “ absolute,” it is not 
a serious danger at all. 

It is on the political side that Professor Blackett’s book may 
do great harm, because lucid technical arguments are used, # 
combination with political assumptions never explicitly stated, to 
lead to conclusions which are oddly reminiscent of editorials 
the Daily Worker. According to him the only danger to peace 
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arises from bellicosity in certain American military and political 
circles; the Western European nations are seen as in no way 
endangered by Russian expansion, but merely as pawns of the 
United States, and their neutrality in a Russo-American war is 
discussed. From the valid criticism of the magical qualities com- 
moaly ascribed to the bomb the author proceeds to infer that 


the Western nations ought to take risks in accepting the Russian 


proposals for abolition of bombs without thorough inspection, 
because absolute security is unattainable and a limited agreement 
js better than none at all. Yet he himself, in justifying the Russian 
stand, says that the secrecy of Russian arms production is one of 
their greatest military assets and that it would be sacrificed under 
the Baruch Plan without sufficient guarantee that America would 
actually discard the bomb, But as long as Russia envelops her 
productive system in a mantle of secrecy unparalleled in modern 
times and pursues a policy as treacherous as that to which the 
wotld has become accustomed during the last three years, the 
Western nations are fully justified in refusing to discard, for mere 
paper guarantees, a weapon which, even though not “ absolute,” 
could have important military uses. 


A Political Novel 


“The Plague.” By Albert Camus. Translated from the French 
by Stuart Gilbert, Hamish Hamilton, 285 pages. 9s. od 


The Economist does not now usually review novels. Nor would it 
review this one simply in order to discuss how far it is in line 
with pure Sartre, and how far heresy to existentialists. 
M. Camus’s impressive book is The Economist’s business, how- 
ever, because it contains a political as well as a philosophic 
message. 

The plague of the title strikes Oran in, presumably, 1939. First, 
fats appear. “They die on doorsteps. They stink. Their signifi- 
cance is not understood. Then men, too, sicken. Still the danger 
passes public understanding. “They went on doing business, 
atranged for journeys and formed views. How should they have 
given a thought to anything like plague, which rules out any 
future, cancels journeys, silences the exchange of views.” Finally 
the true nature of the emergency is grasped. Oran is sealed off 
from the world. The occupier has settled in. The plague, like 
the Germans, has severed a portion of France’s living tissyes 
from the rest of the body. 

The remainder of the book is the portrait of a community’s 
feaction to unimagined danger, as well as to the total upset of 
daily life. And as such it is a human document of the first order. 
Its power lies in its capacity for spotting and probing thoughts 
and emotions—some of them base, others stimulating—that lie, 
ready to germinate, in all of us, but that blossom only when 
conditions become exotic. Several French critics have said of the 
book that no written word has caused them to relive to the 
same extent the trials, fears and futilities of the years under the 
Germans. To one British reader, perhaps the most poignant 
passage in a searching book is its description of the sense of 
severance from an outside world that is broadcasting futilely 
inappropriate messages into the beleaguered city. Is it for lack of 
Space, or for lack of imagination that English reviewers have 
dwelt only upon the book’s philosophic significance, and have 
lorgotten to say that it is also an important political document? 
If for lack of imagination, the lapse is alarming. For does it not 
mean that we are mentally out of tune with the very neighbours 
with whom we seek Western Union ? 


iis 
Economic History for Everyman 


“The Industrial Revolution, 1760-1830.” By T. S. Ashton, 
ilome University Library (OUP). 161 pages, 5s. 


Tuis latest addition to the Home University Library sets a new 
standard of excellence even for that admirable series. In. so 
small a compass the reader may expect, perhaps, to find minute 
and up-to-date scholarship ingeniously compressed, at the cost of 
a total dessication of all human interest and mental! stimulus; a 
succession of generalisations memorably stated and convincingly 
linked, but backed by inadequate evidence ; or a thesis selectively 
expounded without perspective or balance. It is certainly rare for 
him to find, as in Professor Ashton’s work, a combination of neatly 
summarised research, lively humanity, stimulating generalisation, 
bread-and-butter fact, and an-unfailing sense of perspective, all 
embodied in prose of unmistakable, though entirely unpretentious, 
literary quality. It is a pleasure to be able to recommend a 
book, whether to the student or to the general reader, so entirely 
without reservation—unless, of course, a reservation is implicit in 
the reviewer’s disclaimer of that special expertise needed to pass 
judgment on the minutiz of historical scholarship. 

The period covered is brief, from 1760 to 1830, picking up the 
story when Professor G. N. Clark’s admirable Wealth of England 
left it and stopping short of the Railway Age, the great reforms, 
and all the Sturm und Drang of the mid-nineteenth century. But 
it is skilfully keyed in to its place in history. The genesis of the 
“wave of gadgets” which, in the words of the schoolboy so 
pleasantly quoted by Professor Ashton, “ broke over England in 
1760” is carefully traced ; among the contributing causes—the 
filtering down of scientific curiosity, the agricultural advances of 
the preceding half-century, the spread of propitious political ideas, 
and the accumulation of capital—Professor Ashton attributes most 
importance to the last. (Indeed, one of the most remarkable 
features of his book is the way in which, without painful technicali- 
ties, the reader is introduced to the theory of the relation between 
interest rates, industrial activity, real wages and technical pro- 
gress.) This emphasis on the economic does not prevent him from 
giving due attention to the technical aspects of change. Few 
accounts of the great inventions leave the unmechanical reader 
with any genuine understanding of the problems and solutions 
involved. This one does. 

Nor is the human side of the story neglected. Just how indi- 
vidualistic were the early captains of industry ? What was the 
balance of human gain and loss in the movement of industry from 
home to factory ? Just how damnable was the institution of child 
labour ? Professor Ashton certainly does not whitewash the Indus- 
trial Revolution, but he does set its black spots in perspective 
beside its achievements, and exonerates it from many of those evils, 
which, coinciding with it in time, were the result not of technical 
change, but of war and harvest failure. 


Shorter Notice 


“Handbook of Latin American Studies: 1944, No. 10.” A 
Selective Guide to material published in 1944, Edited by 
Miron Burgin. Harvard University Press. xvi pages + 440. 
$7.00. 

Tue tenth volume of this invaluable handbook shows several changes 

from its predecessors. Sections on changes in public administration 

and on treaties and international acts have been omitted for reasons 
of space. The section on cartography, omitted in the preceding 
volume, is resumed. 
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Letters to 


Soviet Propaganda 


Sirn,—The word “ propaganda” continues to flourish in any 
description of the Russian system of behaviour. We read ot 
some “western spokesman” “dismissing” every Russian move, 
such as the offer to supply the western sectors of Berlin, as 
“pure propaganda.” You yourselves speak, in this week’s first 
article, of Mr Vyshinsky winning the “ propaganda war.” 

This seems to me a most dangerous underestimate of what the 
Russians are doing. Whom do the Russians hope to propagand ¢ 


Us ? We are not to be converted, The Russians? The secret 
police can attend to that. 

The Russians are the world’s best chess players. No move 
which they make is propaganda. Everything is manoeuvre, 


They have very nearly pulled off a fool’s mate in Berlin. There 
is an almost exactly parallel threat to our queen in Vienna. Their 
bishop is still threatening Greece. And how have they achievea 
this position on the board ? Because every subtle knight’s move, 
every quiet slipping up of a distant pawn, is “dismissed ” by 
her completely non-comprehending opponents as “ propaganda.” 
The only thing to do, sir, if we are not to continue to be 
outmanoeuvred like this, is to break off the game and refuse to 
play. Whenever that happens Mr Vyshinsky, or some othef, 
delicately uncovers a piece, as an invitation to stay on the boara. 
The atom proposal is a case in point. You think this is propa- 
ganda? I think not. It smells far more like a temptation to 
exchange our most valuable pieces for some worthless castle in 
the air. Then, indeed, the four million Russian pawns coula 
move in for the checkmate to our King, unopposed.—Yours 
faithfully, ANTHONY GIBBS 
Spurfold House, Peaslake, Surrey 


More Ministries 


Sm,—Your article “ More Ministries,’ October 2nd, suggested 
that granted an effective system of government by Cabinet Com- 
mittee administrative bottlenecks might be reduced by increasing 
the number of departments, and therefore the number of political 
heads available to deal with matters needing Ministerial decision. 

Two criticisms seem inevitable. With more departments 
Cabinet committees grow bigger, and may, lose some of their 
power of effective decision. Discontented minorities being larger 
are more likely to wish to break the rule of collective responsibility 
to the committee and to appeal to the Cabinet. 

Then more Ministries will mean that more MPs hold govern- 
ment posts. The glory of the House of Commons is that reserve 


From The Economist of 1848 


October 14, 1848 


But the great feature of the week fin the City] has been the 
panic in the railway market. We have forborne entering at 
length into this question in the present week, pending some 
inquiries which are being made. That a great depreciation 
of railway property would take place sooner or later from 
the causes which we have so often pointed cut, we were 
quite prepared to expect; and if distrust has now assumed 
an indiscriminate and wild character, the directors have 
themselves chiefly to blame in not having furnished more 
explicit accounts to the public. 

In making these remarks, we arc fully alive to the difficulty 
of showing such accounts in a form which, while they are 
not exposed to be greatly misunderstood. in swelling the 
actual liabilities of a company, will fairly and explicitly show 
all its engagements, many of which may be contingent upon 
events very much under the control of the companies them- 
selves. As it is, there is no doubt that very heavy contingent 
liabilities for further expenditure of capital upon works which 
promise but a very small dividend, while high rates of interest 
have been guaranteed upon the capital with which they are 
to be completed, attach to most of the companies ; and the 
folly . . . of companies giving absolute guarantees to lines, 
whatever may be the general receipts at the time, now 
becomes apparent. As long as trade is brisk, and traffic good, 
such an arrangement may answer; but when the general 
receipts, from any cause, fall off, the fixed payments still to 
be made to the guaranteed lines may absorb a large portion, 
if not the whole, of such diminished receipts, in cages where 
the extent of guaranteed liabilities bear a large proportion to 
the lines on which they are chargeable. 
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the Editor 


of strength which enables it to bring down a Cabinet—as we gay 
in May, 1940. But any increase in the number of Ministries must 
weaken this independence. In May, 1940, 55 M.P.s were Minis... 
ters, Parliamentary Secretaries, etc., today the number is 68. You 
suggest that the number of departments be increased from 25 to 
40. If that were done over 80 M.P.s would hold Governmen 
office, and the hordes of Parliamentary Private Secretaries would 
multiply further. Goodbye to the vitality of the Commons!— 
Yours faithfully, 

University College, Southampton PETER G. RICHARDS 


Nationalised Industry in France 


S1r,—In the article which appeared in your issue of October 
2nd on “Nationalised Industry in France,” your Paris corre. 
spondent stated that in the mines the proportion of clerks and 
administrators to miners has doubled since the liquidation of the 
private companies. I think that this statement conveys a rather 
misleading impression. : 
_ The greatest effort, in modernisation and extension of mings 
is taking place in the coal basin of Lorraine. Since the geologica] 
conditions there are more favourable than in any other coal basin 
in France the French are making their main investment effort 
there, though naturally the Nord and Pas de Calais region is also 
of great importance. In view of the requirements in administra. 
live personnel and employees made by the investment programme 
it may be of interest to give the figures of these personnel 
employed in 1938 and in 1948, together with the figures for miners 
of all classes. 


Proportion 
1938 Feb. 1948 A to Nes 
A. Miners ............ 24,069 43,270 193 1948 
B. Employees ...... 1,900 3,300 8%, $% 
C. Administrative... 150 270 t 


These figures relate to the basin of Lorraine only. After the war 
and before nationalisation took place, the 1938 figures had been 
largely exceeded. Unfortunately I have not the figures for June 
1946, just before nationalisation. It would appear, however, from 
Statements given to me by members of the staff of the 
Charbonnages de France, at Merlebach, in Lorraine, where ] 
obtained the above figures that there have been no major changes, 
—Yours faithfully, 

167, West Heath Road, 


RAYMOND F. Lyo 
London, N.W.3 bigs 


Uses of Manpower 


Sir,—From his letter of October oth I fee] that Mr Steadman 
is falling into the common trap of assuming that a simple, alk 
embracing solution can be found for the complex problem of the 
re-distribution of our manpower. 

Would the suggested pruning of 150,000 civil servants really 
help to man our coa! mines, foundries or farms? It is no easy 
matter to adapt the army of penpushers so detested by the 
disciples of Mr Lewis Ord to the completely different types of work 
and abilities demanded by the undermanned industries: the same 
general argument holds good for the majority of the workers i 
the other “ undesirable” occupations. 

Again, it is easy to comment from the pleasant surroundings 
of Stoke Bishop that we have too much leisure, too many Satur 
days off and that our working week should be increased by three 
hours. It is quite true that with our present economic difficul 
ties the hours should not have been shortened, but Mr Steadman 
would find it a hard task to put over such a line of approach ® 
the workers living in the backstreets of Birmingham or my own 
Black Country, who for the first time in their lives have the oppot 
tunity of spending long week-ends away from the smoke 
grime. , 

From the years I spent as a machinist and foundry worker 
I feel that the solutions suggested, though theoretically 
would not work in practice. When we talk of the “Labour 
Force” we tend to forget that it is composed of individuals and 
that, unless compulsory direction of labour is resorted to, a plan 
of action must be formulated which appeals to the individual, net 
one which only takes into account the mass. It may be 
“workers are tired of pampering and being lectured at ¢ 
that) they want to see firm action with a plan they can 
stand,” but the answer, to my mind, is far deeper than that 
though what it is I frankly do not know, and neither, it seem 
does anyone else !—Yours faithfully, : 

The Union, Joun CLEWS 

The University, Birmingham 15 oe 
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AMERICAN SURVEY 





Power and Policy 


(From Our US 


NTIL last week Senator Vandenberg had been staying 

quietly in Michigan and taking no part in the campaign. 
On September 11th he had flown to New York to see Mr 
Dewey and Mr John Foster Dulles and issue the statement that 
“regardless of political differences at home, we are serving 
notice on the world that America is united to protect American 
rights everywhere,” but that was a national, and not a party, 
appearance. But on October 4th he returned to Washington 
and, in a half-hour talk on the wireless, described his conception 
of the bipartisan foreign policy. When he had finished his 
listeners had heard hrtle about campaign issues, but they had 
learned a great deal more about how a foreign poljcy is born and 
agreed upon than they had done in weeks from either Mr 
Dewey’s manicured paragraphs or the President’s roughcast 
sentences. 

On October roth he carried the lesson one step farther by 
showing how such a foreign policy is to be carried out in a 
world in which the United States has agreed to act not only 
through Congress, but also within the United Nations. Both 
lessons were underlined by the dangers inherent in the Presi- 
dent’s highly publicised impulse, withdrawn almost as soon as 
suggested, to send Mr Vinson, Chief Justice of the Supreme 
Court, as his special messenger to discuss the Berlin situation 
with Mr Stalin. 

One of the problems of American foreign policy in the past 
has been the gap between protestation and performance. There 
eer to be no contact between the men who spoke of 
idealism and those who acted with realism. Mr Wallace Carroll, 
Director in London of the Office of War Information from 1942 
until 1944, writing of the arrangement with Darlan in his 
“Persuade or Perish” says “ America had spoken such fine 
words, America had proclaimed such proud principles and now, 
at the very first temptation, America had to all appearances cast 
principle aside and struck a bargain with one of the most des- 
picable of Hitler’s lackeys.” | “To-day when we wonder,” he 
goes on, “‘ why Europe doubts our motives and even fears us, 
we must think of those days in 1942.. .. Here was a classic 
example of the folly of ignoring public opinion in war or in 
politics.” Here, even more, perhaps, was an example of the 
American habit of leaving words and action in separate compart- 
ments and believing American action was automatically hal- 
lowed by American interest. 

Senator Vandenberg has been able, since then, to bring the 
two halves of American foreign policy together. At San Fran- 
cisco he made the words of Article §1 fit the reality of the 
Monroe Doctrine and legalised the “ regional arrangements ” 
which are being of such use today. During the debate on 
Greek-Turkish Aid, he insisted on associating the programme 
with the United Nations, thereby making the actions fit the 
protestations. He insisted, both in the Marshall plan and in 
the Vandenberg Resolution, that self-help and mutual aid must 

apparent and that national security of the United States must 


SS 











‘““AMERICAN SURVEY” is drawn from_ three 
sources. Articles described as ‘‘From Our US Editorial 
Staff’? are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 





Editorial Staff) 


be affected before aid was given. And it was he who put into 
the Republican platform the paragraph: 

We shall say what we mean and mean what we say. In all 
of these things we shall primarily consult the national security 
and welfare of our United States. In all of these things we 
shall welcome the world’s co-operation. But in none of these 
things shall we surrender our ideals or our free institutions 
Last week he said that “these are principles of intelligent 

self-interest.” This week he suggested that European countries 
by intelligently consulting self-interest also might find the 
formula that would shake them out of their “ sixteen airtight 
compartments ” and that then the United States would be able 
“to retire from a Europe which has restabilized itself.” 

The danger is no longer that the United States will not admit 
its self-interest but that it will use its power too diffidently. It 
is no accident that international diplomacy has always been 
pictured in this country as a game of poker, a game in 
which the cunning European powers—and particularly Britain 
— always held the aces. It became accepted in the United 
States that the possession of aces was, in itself, a disgrace, a 
proof of cheating. Aces, it was felt, were not come by honestly; 
they came from the sleeve and were known as Power Politics. 
Now that the United States finds itself monotonously with four 
aces in every hand, it is often reluctant to use them. When 
it does its blushes lead others to believe that they have, indeed, 


come from the sleeve, 
* 


Mr John Foster Dulles has said that no nation is so poor as 
one that has only dollars to give. The United States has had 
a sneaking feeling for many years that it was in exactly that 
position. Many of its own prophets have said so, beginning in 
the last century with Henry Adams, who, believing that his 
country was quite unfitted for the responsibility that would be 
its when British economic power began to fade, recommended 
an isolation as complete as possible to save the United States 
from the shame of failure. Ever since, the fear of failure has 
driven one Administration after another to shelter, after short 
forays into the foreign field. Policies have been picked up and 
laid down as if they had no more weight than jack-straws and 
the Truman-Vinson demarche, threatened and then withdrawn, 
shows how persistent that habit is. The fact that a President 
of the United States, feeling however close at home the hot 
breath of a campaign rival, could fail to realise what havoc his 
suggestion would wreak upon a delicate situation abroad is a 
symptom of an unawareness that is national as well as personal. 
They are still a minority who know, as one commentator puts 
it, that “ unhappily we live in a time when we cannot draw a 
breath or flick an eyelid without international complications.” 

Last week, when Senator Gurney announced that he thought 
that Spain should be included in the European Recovery Plan 


and given military aid he did it, as he said, “from a practical . 


standpoint ” and made no pretence that he considered General 
Franco a “ Christian gentleman.” When asked whether he 
cared whether a country was democratic as long as it was anti- 
Communist, he replied that “I do care, but it fs not up to us to 
tell any other country what sort of government it shall have.” 
Senator Gurney is from South Dakota, in the heart of that 
Middle West which has until lately made a profession of giving 
other countries far more impertinent advice than hints on the 
constitution of their governments, 

American foreign policy, unless, which is unlikely, it ever 
again gets into the hands of those prophets of unintelligent self- 
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interests the isolationists, seems now to be set on a steady 
course. “ We are realists,” Senator Vandenberg said, “in the 
presence of the dangers which confront us and the Western 
world today.” This automatic acceptance of the identity of the 
United States with the Western world also makes present policy 
different from past policies. It was hardly as common members 
of a Western civilisation that President Wilson or even Mr 
Roosevelt suggested solutions of European problems. They 
were gods who came in on their machines and left on them again 
somewhat in the manner of schoolmasters after restoring order 
in the dormitory. They recognised no continuing danger to 
their own country. 
* 


The size of the country and the strength of its industrial 
machine have, in the past, blinded the American people to the 
limits of their power, to the fact that their population of 140 
millions could not hope to stand alone forever against other 
races, already more numerous and increasing at a faster rate. 
But the potential enemy is no longer a western European power 
which can be under-rated on a basis of acreage; it is a power 
which, in both space and manpower, has the advantage over 
North America. In such a position, any country would be well- 
advised to look for allies, and to forget some of the ideological 
rigidity which has inhibited the United States in the past. 
Governor Warren may say, and believe, that it is the American 
Constitution which makes the difference between freedom and 
serfdom, but there are many who would now prefer to agree 
with Sir Stafford Cripps when he told the Federal Bar Associa- 
tion in Washington that “democracy as we understand it 
denotes a control by a freely ascertained majority of the people 
over what would otherwise become the irresponsible acts of 
their leaders.” And it is in western Europe and the British 
Commonwealth that such democracy is available in the present 
crisis. Mr Dulles remarked in January to the Senate Foreign 
Relations Committee concerning the countries of westerri 
Europe that “ they are plenty strong of themselves. They have 
over 200 million people—educated, able people. They can be 
stronger than we are. They are not now, but they can be.” 
The value of that strength is now being recognised. 


At the moment American foreign policy is, understandably, 
pre-occupied, on the surface, with stopping at all costs the 
advance of Soviet power. What is remarkable is that it should 
be trying to do it with a strategy which, even though it may be 
imperfect, is designed to have a permanently beneficial effect 
and is not a mere stopgap. If the United States seems not to 
understand the difficulties, for European countries, of the 
economic integration, the military co-operation and, above all, 
of the political federation for which it is pressing that°is not 
strange. The real test of understanding will come when, by 
the logic of its own arguments, it is faced with the next step. 
Senator Vandenberg has not said anything about Atlantic 
Union; but it is implicit in his arguments. 


American Notes 


No Mission to Moscow 


Mr Truman stumbles from one miscalculation to another. 
During his recent election tour he was criticised both for leaving 
Washington during the Berlin crisis and, by the more sophisti- 
cated, for allowing it to become apparent that his absence made 
no. perceptible difference to American policy. But his brief 
interlude in Washington between campaign forays has proved 
even more disastrous. Whatever motives Mr Truman himself 
may have had for proposing to send Mr Vinson as a special 
envoy to Moscow, his political advisers plainly hoped that this 
new initiative would dispel the insinuation that the President 
has no share in shaping foreign policy, and dreamed of a 
diplomatic triumph which would transform his chances of re- 
election. 


No calculations could have been more mistaken. Owing to 
a certain precipitancy in engaging time on the air for Mr Truman 
to make a “non-political” broadcast before Mr Marshall had 
been consulted, the news of Mr Vinson’s shortest-lived assign- 
ment leaked out, causing consternation in Paris and rumours of 
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a rift between the President and his Secretary of State at the 
worst possible moment. The cancellation of the broadcast which 
followed Mr Marshall’s veto came the same day, but too late to 
prevent the damage to the President’s prestige. 

A fatal comparison has now been drawn between Mr Truman’s 
inability to foresee the consequences of appearing to go over the 
heads of Mr Marshall and the American delegation at Paris, ang 
his blind spot two years ago when, during another campaj 
he rashly approved Mr Heary Wallace’s Madison Square Garden 
speech and had to choose, a few days later, between the foreign 
policies of Mr Wallace and Mr Byrnes, then Secretary of State 
Then it was Mr Wallace who had to go. This time it will be 
Mr Truman himself and the millstone he has hung round his 
own, neck is so heavy that it is thought it may drag down to 
defeat other Democrats whose prospects in the contests for House 
and Senate, up to now, have been much brighter than those of 
the President. 

The incident has given Mr Dewey another opportunity for, 
display of statesmanlike restraint. In the interests of national 
unity, he has refrained from any direct reference to Mr Truman's 
gaffe, though the occasion of his renewed charges of wes 
wobbling, and clumsiness on the part of the Administration wil] 
be lost on no one. The incident, after all, can be relied y 
to speak for itself. If tailor-made, it could hardly have been 
better designed to illustrate the Republican thesis that Democratic 
vacillation and irresponsibility have marred the execution of the 
bipartisan foreign policy. 


° 
* * *¥ 


Commodity Price Setback 


Almost throughout the postwar boom, a prosperous United 
States has lived in fear of depression. It is a fear which has 
coloured every discussion of anti-inflation controls, and one 
which has on several critical occasions seemed to justify the 
acceptance of openly expansionist measures, such as the generous 
settlement of wage claims, the timidity of monetary controls, 
and the prolongation of inflated farm price guarantees. Only 
a week or two ago, Reserve Board policy was attacked by one 
influential economist who declared that monetary restraints were 
a more uncertainty “to what is already a disturbing down- 
trend.” 

The most recent pointer to some decline in business activity 
ahead has been the behaviour of commodity prices. In sharp 
contrast to the upward curve which followed the winter break 
in grain prices, the Bureau of Labour index of wholesale prices 
has made no net headway for about three months, touching a 
postwar peak (1926= 100) of 169.2 on two occasions in that period, 
but falling back to 167.1 for the week to October 2nd. 

A more sensitive indicator is the Moody’s index of staple com- 
modities (1931=100). Moving in a range far wider than the 
Bureau’s index, which covers finished goods prices and fuel costs, 
the Moody’s index plunged from a late 1947 high point of 462 to 
almost 400 in February. Unlike the Bureau of Labour index, the 
Moody’s yardstick has never regained its 1947 high. At the end 
of June it began a slow but persistent decline which culminated 
in a sharp dip to below the 400 mark on October 5th. Since then 
a modest recovery has taken place. 

The weakness of grain prices (especially maize) accounts for 
a very large part of this tumble which is justifiably held to be 
an important pointer to possible changes ahead.) But some othet 
commodities such as vegetable oils and dairy products have 
fallen, and there has been what looks like a temporary flurry # 
meat and livestock prices. Perhaps more important is the 
“ stickiness ” shown by some other groups, although the latest 
attempt to lift crude oil prices, and the railroad wage claims, with 
their consequent pressure for higher freight charges, show that 
directly opposing forces are still at work. 

Are the temporary props of the postwar boom (on which the 
Council of Economic Advisers spoke at such length some nme 
ago) now being kicked away ? To such a query, the answer today 
contains something affirmative, unless one assumes the develop- 
ment of an arms programme, in which case business & 
not anticipate the retention of its present freedom from direct 
controls. Despite the autumn trade recovery from _ seasona 
summer slackness, there has long been an accumulation @# 
evidence to suggest that inflationary forces have lost their eatliet 
vigour. But it is by no means possible yet to assess the 
pace or scope of the forces of recession. The Council, in a 
declaration, held that inflationary forces would continue 
present dangers throughout the rest of 1948. The balance of 
probabilities certainly does not suggest that anything like 4 
collapse is near at hand. 8 
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Sisyphus at the Federal Reserve Board 


Business caution has been reinforced in recent weeks by 
widespread speculation on the possibility of an abrupt change 
in monetary policy, through an abandonment of the bond 


“support programme which has attracted a growing measure of 


iticism. 

Ber well over a year now, the US Treasury has been juggling 
with the dual policy of making some attempt to impose mild 
curbs against credit expansion, and simultaneously “ protecting ” 
the long-term rate on Government securities at 2} per cent. The 
net result has been that every effort to apply the curb has been 
offset by sales of Treasuries to the Reserve system—sales which 
bring an automatic and corresponding increase in bank reserves, 
which can be used again to create a volume of credit several 
times as large as the actual gain in bank reserve balances. 

As the boom has progressed, this flow of bonds to the Reserve 
banks has been quite unprecedented. From the close of June 
yatil October 6th, Reserve bank holdings of government securi- 
ties, the foundation of the credit structure, have risen by 
$1.6 billion to $23.1 billion, and commercial bank reserves by 
$2.2 bill-on to $19.6 billion, although reserve requirements over 
that period were up by as much as $2.4 billion. The flood of 
security sales has followed naturally from the effort made by 
the commercial banks to comply with new reserve requirements, 
but insurance companies, and other financial institutions have 
been equally large sellers. ; 

From a purely technical viewpoint, this process could no 
doubt continue for some time. But the banks, which are naturally 
far more sensitive to falling bond values than some other com- 
mercial holders, have become increasingly restive. They have 
seen the imposition of gradually tightening restraints against 
their own expansion, and they look wistfully at the freedom of 
insurance Companies to unload their Treasury portfolios, and to 
seek more attractive investment channels. Their growing dis- 
content was summarised by the National City Bank Review which 
declared in September that there were two ways out of the 
monetary dilemma: one, the restriction of bond sales ; the other, 
removal of the bond price “ peg.” “The first solution is that of 
a controlled economy. The second, that of a price economy.” 

The Reserve Board and the Treasury hold still to their task 
of maintaining long-term Governments at par. By hardening 
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short-term rates, they are endeavouring to attract bank funds into 
Treasuries, and thus to offset the inflationary effects of long-term 
bond sales. It is a process which cannot continue indefinitely. 
In the words of Mr Russell Cornell Leffingwell, chairman of 
J. P. Morgan and Co.: “To try to make short money scarce 
and long money cheap is a task for Sisyphus.” Paradoxically, 
Mr Leffingwell’s attack stems mainly from the belief that Reserve 
Board tactics hold the menace of a deflationary movement far 
more drastic than any which might follow a general rise in interest 
rates. While he does not like bond “ pegging,” Mr Leffingwell, 
too, shies away from “active dear-money or any deflationary 
steps.” The Reserve Board has not solved its dilemma; but 
whether it enforces another rise in short-term rates, or raises 
reserve requirements to their full legal limits, or retreats 
altogether from its bond support programme, it must move, so 
long as income and employment remains at present high levels, 
in a direction which does not encourage speculative fervour. 


* * * 


Mr Wallace’s Olive Branch 


The Third Party has shown a belated sensitiveness to the 
charge that, by splitting the liberal vote, it was serving the Com- 
munists’ interests by ensuring the election of reactionaries to 
Congress. Despite Mr Wallace’s’ public misgivings of three 
weeks ago Mr C. B. Baldwin, the party’s campaign manager, has 
announced the withdrawal of its candidates from a number of 
races in which liberal Democrats are facing strong Republican 
opposition. Most important, because it affects a Senate contest 
in one of the doubtful states, is the withdrawal of the Progressive 
Party’s candidate in Minnesota, where Mr Humphries, the Demo- 
cratic Mayor of Minneapolis, is attempting to unseat Senator 
Ball. Other candidates to whom the olive branch is being ex- 
tended include Mrs Helen Gahagan Douglas, campaigning in 
California to hold her House seat, and Mr Chester Bowles who 
is running for Governor in Connecticut. Mrs Douglas has been 
the classic example of an outstanding liberal who incurred Pro- 
gressive hostility because of her support for the Marshal! Plan 
and her criticism of Russia. 

Many Democrats, Mr Baldwin earnestly assured his press con- 
ference, have become much more liberal in recent weeks and 
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Progressive candidates, even when their names are on the ballots 
and cannot therefore be withdrawn officially, will campaign for 
their election. The quid the Third Party hopes to gain for this 
quo appeared when Mr Wallace appealed to the Congress of 
Industrial Organisations to support Progressive candidates en- 
gaged in a straight fight against Republicans. 

This about-face may be merely a concession to moderate 
opinion inside the Third Party, but it looks very much as though 
Mr Baldwin were throwing half his passengers overboard to keep 
the ship afloat. In Illinois it appears that the party offered—in 
vain—to withdraw its Congressional candidates in return for 
help in securing Mr Wallace the place on the ballot now denied 
him. In Minnesota a recent unofficial polt promised Mr Benson, 
the Progressive candidate, only a handful of votes. At a time 
when estimates of Mr Wallace’s vote in November are steadily 
declining—it is now put as low as 2 million—the party may 
reasonably have decided to concentrate what funds, energies, and 
hepes remain behind its Presidential candidate. 

Mr Baldwin pointed out that the Progressive Party now has 
only about 100 candidates running for the House and 11 for the 
Senate. Two of these are negroes in the South—a purely sym- 
bolic gesture. Outright endorsement of Democratic candidates, 
Mr Baldwin said wistfully, would be much greater if it were 
not that Democratic backers threatened to cut off campaign funds 
if the advances of the Third Party were accepted. Certainly the 
political ineptitude and unreliability which, with its Communist 
support, account for the sharp decline in the Third Party’s for- 
tunes, make Mr Wallace’s blessing a doubtful asset. The en- 
dorsement of the Third Party has been sharply repudiated by 
Mrs Douglas and carefully avoided by Mr Bowles. Its somer- 
sault comes too late to do either its candidates or those of the 
Democrats very much good. 


* * * 
PROs Abroad 


(From Our US Editorial Staff)—The refusal of Sir Stafford 
Cripps’s Public Relations Officer, Mr S. C. Leslie, to talk to a 
group of correspondents unless The Chicago Tribune was 
excluded—which aroused some indignation in Washington— 
brings into question the wisdom of Cabinet Ministers taking with 
them to America men who, whatever their value at home, have 
no knowledge of the very different and more complicated technique 
needed for relations w.th the press in Washington. The British 
Information Services, even after severe postwar cuts and the 
limitation on its independence and, therefore, on its efficiency, 
since its absorption into the Foreign Office, is trained and equipped 
to handle a visitor’s relations with the press better than a stranger 
after a few days’ stay. A great deal of lip service is paid, in the 
United States, to the ideal of a “ free and responsible press,” but it 
is the freedom which is guarded with vigilance by newspaper 
publishers and correspondents alike, while the question of re- 
sponsibility is teft largely to individual conscience. A strong tribal 
feeling still exists in every profession and community in the 
country and the tribe, even though it may disapprove of the 
actions of one of its members, comes to his help as a body when 
he is attacked from outside. The correspondents of the cther 
papers involved would probably none of them have been inclined 
to defend either the policies or the methods of The Chicago 
Tribune, but they were prepared to defend the right of its corre- 
spondent to attend any press conference to which they were 
called. They are always on the watch for any sign that their 
privileges, which are such that any diplomat might envy, ere 
being or might be abridged. The thin end of this wedge is, in 
the eyes of the newspaper profession, as dangerous a weapon as 
the atomic_bomb. If Public Relations Officers must go to the 
United States they should at least remember this. 


* * * 


House-cleaning in January 


Mr Dewey has guaranteed that the Communists will be the 
first into the Washington dustbin next January, when he gives 
the Federal Government its promised house-cleaning—“ the 
finest there ever was.” That house-cleaning may be a good deal 
more thorough than the Republican party regulars have bargained 
for. After sixteen years without a home, their chief desire is to 
find room for as many pieces of their furniture as possible. But, 
if Governor Dewey’s housckéeping methods in New York are 
any guide, he wil} probably feel that the Federal house in 
Washington is overcrowded ; he may even want to close some 
ef the rooms. He will certainly not be content merely to replace 
Democratic junk with Republican lumber. 

Mr Dewey will have the advice of a house-cleaning expert, 
Mr Herbert Hoover, who heads the Commission on the Organ- 
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isation of the Executive Branch of the Government, due to 

to the new Congress in January. The monumental task of this 
Commission is 10 recommend means of simplifying the structure 
of government, of clarifying its lines of authority and of reducin 

its cost. The need is unquestionable: for example, there are said 
to be 57 agencies making loans to farmers, 28 doing social welfare 
work, 16 preserving wild life. In the last quarter of a century 
the number of Federal employees, now over 2,000,000, has been 
quadrupled and the Federal budget has increased tenfold, 


Mr Hoover is not alone in thinking that the high cost of 
government threatens the national standard of living. Congress 
set up the Commission in the hope that an expert and objective 
study of the structure of government would make it possible to 
give substance to the Republican promises of economy and 
efficiency, which years of reiteration on political platforms and 
Congressional! floors have not made any less empty. The Demo. 
cratic Administration, on the other hand, has done a certain 
amount not only to abolish some of the emergency agencies which 
grew up during the depression and war years, but also to regroup 
some: of those remaining into more comprehensive units. Never- 
theless, Mr Truman welcomed the establishment of the Commis. 
sion woleheartedly ; he is well aware that the present system— 
or lack of one—imposes an intolerable volume of work on the 
President. In recommending means by which this burden may 
be lightened, the Commission is expected to put more responsi- 
bility on the Vice-President, and thus to enable Mr Dewey to 
keep his pledge that Mr Warren will be more than a figurehead. 


In choosing the twelve members of the Commission, a careful 
balance was preserved between the political parties, between 
officials and non-officials, between the legislature and the executive. 
Both the members of the Commission and the many experienced 
citizens who are assisting their investigation are men of the 
highest reputation; they are refusing to publish their report 
until after the elect.on, so that it will not become a political issue, 
even though it will inevitably be critical of the Democrats who 
have been in charge of the Government for so long. The first 
attempt to reorganise the Executive was made in 1798 and there 
have been many since, all unsuccessful ; however, the enormous 
expansion of governmental activity in recent years has given 
the question a new urgency. There are strong vested interests in 
the Government and in Congress, which resist any change, and 
not only will the recommendations be complicated, but they will 
deal with such controversial questions as Federal responsibilities 
and States’ rights, Nevertheless, this time the prospects are 
unusually bright for the achievement of at least some degree of 
reorganisation, particularly if the recommendations of this excep- 
tionally authoritative Commission are given the energetic backing 
of the new President while the prestige of his election is still fresh. 


Shorter Notes 


General Eisenhower took office as President of Columba 
University this week. His inaugural address, which was one 
of the most statesmanlike speeches made in the United States 
for a long time, will probably be quoted long after the words 
of all the Presidential candidates are forgotten. His theme was 
the challenge to freedom and the role a modern university must 
play in its defence through devotion to intellectual liberty and 
refusal to take refuge in academic ivory towers. He said: “In 
today’s struggle no free man, no free institution can be neutral.” 
General Eisenhower received an ovation at the close of his address 
and the hope of many people that he will not remain permanently 
in academic life has been revived, 


® 


Mr Petrillo, head of the American Federation of Musicians, 
has reversed an opinion ; he now finds that the sound made by 
a harmonica is, after all, musical and he has decided to admit 
harmonica players into his union. Mr Petrillo does not deny 
that his change of heart or, more precisely, of ear, is connectet 
with the fact that harmonica players have been making recordings 
which are still banned by the Musicians Union. Recepily s¢ 
well known entertainers, including Larry Adler, have joined the 
Musicians Union and so presumably the public will in future heat 
their harmonicas less often. An official of the Guild of Variety 
Artists to which the harmonica players have belonged, accuses 
Mr Petrillo of raiding his union—artists cannot be members of 
both—and he charges that the “czar” of the. Musicians Union 

.is living up to his high-handed reputation by this most recent 
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The Moscow-Belgrade Letters 


(By a Correspondent) 


HILE the Jugoslav Foreign Minister, Mr Kardelj, performs 

in Paris as a loyal member of the Soviet diplomatic train, 
the bitier disputes between his master and Mr Stalin, between 
the Belgrade Communists and the Cominform goes on. Last 
week the Belgrade Communist newspaper Borba carried hostilities 
a stage further with a series of articles revealing to its readers 
Mr Stalin’s persona] activity in the attack on Marshal Tito— 
who may be the author of the articles. These recall the corre- 
spondence between the Central Committees of the Soviet and 
Jugoslav Communist parties, which led to Jugoslavia’s expulsion 
from the Cominform. It would easily fill the pages of a middle- 
sized book; although it consists only of eight letters—three Soviet 
and five Jugoslav. Although the Soviet letters reveal, better 
than any other postwar Soviet documents, the real motives 
behind Moscow’s international policy, as well as Mr Stalin’s 
tactics in his dealings with Communist parties outside Russia, 
they do not seem to have received in the British press the attention 
they deserve. 

It is worth bearing in mind that one of the chief actors in the 
Moscow-Belgrade drama, the Soviet Ambassador in Belgrade, 
Arkady Lavrentiev, is no ordinary Soviet diplomat, but one of 
the Kremlin’s most trusted political agents. An engineer by 
profession, Lavrentiev was sent to the Foreign Ministry for the 
first time during the 1937-38 purges, when he was in charge of 
cleaning up Soviet representatives in south-east Europe. Mainly 
as a result of his activities, the Soviet Ambassadors in Ankara 
and Sofia were proclaimed traitors and liquidated. The Ambas- 
sador in Turkey was shot in 1938, together with a score of other 
diplomats, but the representative in Sofia, Razkolnikov, escaped 
to France, where he published his own version of the purges. 
(He was reported to have “committed suicide” during the war.) 
Lavrentiev was then sent to Sofia, with the rank of Minister, in 
charge of Balkan affairs. During the war he acted as the liaison 
between the Soviet Central Committee and the east..European 
Communist parties. In 1945 he attended the San Francisco Con- 
ference in charge of Soviet satellite delegations. 

The published correspondence reveals that the first serious 
difficulties between the Soviet Government and Marshal Tito 
occurred in 1945, and Lavrentiev was sent soon after to Belgrade. 
Tito was doubtless fully aware of the real meaning of this diplo- 
Matic appointment, and it is obvious from the correspondence 
that Lavrentiev was cold shouldered and distrusted in Belgrade 
from the start. The Marshal even forbade him to get in touch 
with party leaders, and complained to Mr Stalin: 

We think that he (Lavrentiev) has no right to collect information 
about the activities of our party. That is not his busimess as an 

Ambassador.—(Jugoslav letter of 13.4.48.) 


Informers Around Tito 


Lavrentiev was successful, however, in obtaining the services 
of two members of the Jugoslav Politburo—Hebrang and Zujovic. 
Apparently Marshal Tito was unaware of this until the spring 
of 1948 when, in the Jugoslav Politburo, they backed the Soviet 
viewpoint. Both were promptly arrested, and Marshal Tito, in 
protesting to Mr Stalin about it, pointed out that the information 
of the Kremlin’s two informers was “faulty.” Rather naively 
Mr Stalin replied that his information came “not only from 
Zujovic.” (Second Soviet letter.) However, at present Moscow 
appears to have no informers in the Belgrade Politburo, and 
Marshal Tito has liquidated all would-be candidates by the quick 
Stalinist method: they were shot. Zujovic was denounced by his 
former colleagues of the Central Committee as an indurate 
fractionalist.” tt 

The correspondence draws a. striking and unfamiliar picture 
of Stalin as a sensitive, peevish man, who cannot tolerate criticism 
either of his regime and his policy, or of the behaviour of his 
Officers abroad. Thus, when Dj of the moral 


behaviour of Soviet officers at a meeting of the Jugoslav Politburo 
(which, after all, is the Jugoslav Inner Cabinet, and whose 
Proceedings are the most sacred of all state secrets), Mr Stalin 


despatched a long and angry telegram to the Marshal, and 
Dyilas had to take an aeroplane and hurry to Moscow to 
apologise in person. (2nd Soviet letter.) General Velebit. one 
of Marshal Tito’s most trusted assistants and Deputy Foreign 
Mimister, was sacked because, on an unspecified occasion, he 
expressed “anti-Soviet views.” (For this he was accused of 
being a British spy, but it is obvious that Mr Stalin did not take 
the charge seriously, as he recommended that Velebit should only 
be removed from the Foreign Ministry and not liquidated.) (2nd 
Soviet letter.) Three secretaries in the Jugoslav Embassy in 
London, besides the Ambassador himself, were accused of being 
British spies, though the Soviets would not reveal their names. 
(2nd Soviet letter.) 


Supreme Authority of the Cominform 


The most valuable part of the correspondence deals with Com- 
munist internal affairs, and relations among the European 
Communist parties. Mr Stalin leaves no doubt about the true 
role of the Cominform: gone are all pretences of the indepen- 
dence of national r2rties. The 3rd Soviet letter says: : 

During the organisation of the Cominform all Communist parties 
agreed with the unquestioned principle that every Communist party 
is responsible to the Cominform. 

Further, the Cominform is raised to the status of a supreme 
political body for all states in the Soviet bloc: 

The Cominform is the party political basis of the united inter- 
national front. Any policy of deviation from it leads to treason. ... 
—(3rd Soviet letter.) 

In the Soviet letters there are many more revealing and most 
interesting—because they are so authoritative—explanations of 
Soviet policy. On the problem of the Communists’ relations 
with non-Communist parties and states, Mr Stalin’s Central 
Committee states: “Communist parties can live and develop only 
in open warfare against the enemies of Communism.” (2nd Soviet 
letter.) Or: “In the transition period from capitalism to 
socialism the class war does not become less bitter but, on the 
contrary, more bitter and more intensified.” (2nd Soviet letter.) 
The theory that there could be “ peaceful development of 
capitalist elements alongside socialism” is called a “rotten and 
opportunist theory.” (2nd letter.) Soviet Russia gives “ material 
and other assistance only to friends” and any country or party 
which is anti-Soviet “deprives itself of such help.” (2nd letter.) 

Further on Mr Stalin points out that the Jugoslav Communist 
regime was established only by force of Soviet arms, which 
“ created the conditions for the Jugoslav Communist party to come 
to power.” He openly states that the Communist parties in 
France and Italy could not seize the reins of government only 
because “ unfortunately the Soviet armies could not give the 
French and Italian Communist parties similar assistance.” (2nd 
letter.) 

Finally, Mr Stalin’s lengthy explanations on the role of the 
Communist parties within the state are also worth quoting, if 
only because they are the first published official Soviet postwar 
admissions that the Communists have absolute power in all 
Eastern “ democracies.” 

The Party is the highest political organisation of the working class, 
which stands over and above all other political organisations and 
state departments, including the Soviets in the Soviet Union and 
the National Councils in Jugoslavia—(2nd Soviet letter.) 

One could hardly find a better formulated definition of the 
completely subordinate role played by the non-Communist 
parties, city and county councils and parliaments, trade unions, 
etc. in the countries behind the Iron Curtain. 


Appeal to the Masses 


Most surprising of all, especially in the light of later events, 
was Moscow’s apparently complete ignorance of the real feelings 
of the Jugoslav people, including the Communists, towards the 
Soviet Union. Mr Stalin certainly believed that his denunciation 
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of Marshal Tito would be enough for the “healthy ” (anti-Tito) 
Communists to take over. His first letter says, somewhat 
pompously : 

We have no doubt that if they get the chance to know about it 
the Jugoslav party masses will reject with anger this (Tito’s) criti- 
cism against the Soviet Communist Party, as anti-Soviet, as alien 
and enemy-inspired. We think it is precisely for that reason that 
the Jugoslav party leaders have been criticising us secretly, without 
telling the masses of the people of their attitude. 


Dutch Plans for 1949 


WHEN the Netherlands Minister of Finance last month introduced 
the budget for 1949, he outlined briefly the present economic 
position of the country. His outline is of particular interest at a 
time when the ERP nations are taking stock preparatory to con- 
vincing Mr Hoffman that they will be on their feet by 1952. 

The Minister pointed out that while industrial production for 
1948 will probably be some three per cent above the 1938 level, 
this apparent recovery is none the less deceptive. Since 1938 
there has been a 13 per cent increase in the working population, 
and this means that output per head is in fact down by about 
ten per cent. Moreover, the indices for individual industries 
show a good deal of variation. The black spots are in building, 
where production is 70 per cent of the 1938 level; in coal 
mining, lumber and clothing at 80 per cent; and in agriculture 
at 88 per cent. 

The export-import position, according to the Minister, is still 
highly unsatisfactory. At the moment, only 50 per cent of Dutch 
imports are covered by exports—a gap that makes Britain’s 
balance of payments look positively healthy. 

In bringing together these unpromising statistics of production 
and international trade, however, the Minister pointed to some 
light at the end of the corridor. He expected a fall in world 
prices of agricultural produce which would enable the government 
to reduce food subsidies, and he welcomed the proposed return 
of intra-European trade and payments to multilateralism as “a 
step in the right direction.” Having offered these crumbs, the 
Minister, so to speak, shook his head and advised his listeners 
at home and abroad that for the Netherlands such aids were 
inadequate. The future welfare of the country depended above 
all on the economic recovery of Germany and Indonesia and on 
fully restored trade relations with these two prewar bases of 
Dutch prosperity. 
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Hint of Lower Taxes 


Inevitably the budget was set against a background appeal to 
ihe nation to live soberly and to save. In return there was a 
hint, almost a promise, of a reduction in the heavy tax burden 
now borne by the Dutch citizen. The budget estimates for next 
year are based on calculations made by the Central Planning 
office ; and the planners, in their turn, have worked on three main 
assumptions. First, production in 1949 will show a further 
expansion of six per cent—largely as the result of increased out- 
put in mining and building. Second, there will be no further 
reduction in holdings of gold and foreign investments, Third, 
public authorities will not require any resources beyond those 
provided for in the budget. 

On the basis of these assumptions, the budget laid down the 
following general lines of action. Imports required for rationed 
goods must not exceed the m‘d-1948 level, and as far as possible 
imports of non-essential goods and all imports from the dollar 
area are to be reduced. Investment by public authorities must 
b: held severely in check, while investment in the private sector 
is to be stimulated. Stocks of raw materials will not be increased 
and the consumption of building materials, paper, petrol and coal 
will be held down, 


From the standpoint of other ERP nations, one of the more 
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interesting tables in the budget statement deals’ with the national 
income and its proposed uses. 

The table shows that the net investment, both public ang 
private, for 1949 is estimated at 2.02 billion guilders, or approxi. 
mately 14 per cent of the national income. It is expected that half 
of the funds required for this investment next year will come 
from the net savings of business and nearly 40 per cent will be 
furnished from abroad. Such reliance on outside aid for the 
expansion of Netherlands industrial capacity may strike some 
critics as excessive, but it is well to remember that average con- 
sumption per head in Holland is still considerably below prewar 
levels. 

Throughout the budget statement runs the suggestion that 
Netherlands Government policy is moving in the direction of 
increased economic freedom—in part the result of a change in 
faith, in part because such a realignment is a necessary condition 
for fulfilment of the Benelux union, where the pace is set by the 
decontrolled Belgian economy. 


Disarmament After Three 
Years 


WHEN President Roosevelt returned from the Crimea Conference 
he said he had hopes of a peace so secure that the Allies would 
gradually be able to cut down their armaments. Later events 
proved him to have been far too optimistic, but the precariousness 
of the present peace has not deterred Mr Vyshinsky from bringing 
up once more before the United Nations Assembly the subject 
of general disarmament. The delegates at San Francisco in 
1945 approached the problem tentatively, merely authorising the 
General Assembly to “consider the general principles of co- 
operation in the maintenance of international peace and security, 
including the principles governing disarmament and the regula- 
tion of armaments ” ; they made the Security Council responsible, 
with the assistance of the Military Staff Committee, for drawing 
up plans for the regulation of armaments. It was obviously felt 
that the necessary corollary to the regulation of armaments was 
the formation of an international police force. 

The Soviet Union has never been loth to take the initiative 
in producing far-reaching disarmament proposals, ever since Mr 
Litvinov made his début in the Preparatory Commission for 
Disarmament in 1927 with a startling proposal for the abolition 
of all armies, navies and air forces. In October, 1946, when the 
General Assembly was preoccupied with Mr Baruch’s proposals 
for the control of atomic energy, Mr Molotov suddenly pro- 
duced—what few doubted was a red herring—vague but grandiose 
proposals for “a general reduction of armaments.” He later 
amplified these proposals with the suggestion that two com- 
missions should be established “within the framework of the 
Security Council” ; one was to supervise the reduction of arma- 
ments and the other the prohibition of the use of atomic energy 
for military purposes. 

Throughout the ensuing Assembly debates the main point at 
issue was whether or not the special control commissions should 
be subject to the Great Powers’ veto in the Security Council. 
The stubborn Russian stand that they should be so subject on 
one occasion provoked Sir Hartley Shawcross to declare that “a 
scheme subject to such hazards would be a fraud, a delusion and 
a snare. Do not let us foist this humbug on the world.” 
Eventually, however, on December 14, 1946, the Assembly unani- 
mously passed a resolution which, after recognising “the necessity 
of an early general regulation and reduction of armaments and 
armed forces,” provided for the establishment “within the frame- 
work of the Security Council” of an international system of 
control and inspection operating through special agencies, which 
should derive their powers and status, not from the Security 
Council, but from the conventions under which they were estab- 
lished. Their work would, therefore, not be at the mercy of a 
veto by any of the Big Five. This important concession by 
Messrs Molotov and Vyshinsky led to a certain modified optimism, 
although most of the Westerners would have agreed with the 
Canadian Secretary of State when he said that any further pro- 
gress would require a “ pious obstinacy.” 


New and Conventional Weapons 


_ At the end of December, 1946, the Russians, again taking the 
initiative, suggested the immediate establishment by the Security 
Council of a commission which would submit proposals for 
carrying out the Assembly’s resolution on disarmament within 
three months. But the Council soon became hopelessly embroiled 
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in disputes as to whether or not the proposed commission should 
concern itself with atomic weapons. The Russians held that it 
should, and alleged that the Americans were determined to hold 
oa with both hands to that “queen of horrors, the atom bomb.” 
The Americans felt it would be both unnecessary and unwise, 
since the Atomic Energy Commission had already reached the 
point of producing a plan for the most stringent control of atomic 
weapons. They asked whether the Security Council was to 
advance towards atomic security from the point already reached, 
or was it to retreat and start the whole weary business all over 
again. 

The absurdity of such a procedure made the Russian motives 
seem extremely suspect, especially as they more or less admitted 
that they planned to renew their efforts to obtain information 
about atomic weapons through the new commission. When the 
Atomic Energy Commission had been proceeding with such 
admirable discretion,, no one in the west could regard with 
equanimity the prospect of a new commission, legally empowered 
to demand wholesale revelations about atomic weapons. It was 
also felt that the Russians did not want to be held to what 
pledges had been wrung from them on atomic disarmament, and 
would try to submerge them in the vast and complicated issues 
of general disarmament It was certainly true that the chances 
of agreement on atomic control would be immeasurably lessened 
if it was made contingent on an agreement on general disarma- 
ment, because while there were bases for agreement on the former, 
for agreement on the latter there were none. 

At last, on February 13, 1947, the Security Council voted, by 
ten votes to none, with Russia abstaining, to set up a Commission 
on Conventional Armaments, consisting of members of the 
Security Council, which should submit to the Council proposals 
“for the general regulation and reduction of armaments and armed 
forces.” Although matters falling within the competence of the 
Atomic Energy Commission were specifically excluded from the 
jurisdiction of the new Commission, the Russians started their 
old game of trying to get atomic weapons included in the Com- 
mission’s discussions ; but it was eventually decided to leave all 
mass-destruction weapons—atomic as well as lethal chemical 
and biological ones—to the atomic energy experts. The Com- 
mission was supposed to submit proposals within three months, 
but its progress has been aptly compared with the picture of a 
man mounting a descending escalator backwards. It was not 
until nearly five months after the Council’s decision that a work- 
ing plan for the Commission was approved ; twelve months later 
again the Commission had not got as far as deciding how to start 
work, and its working committee reported last July that there 
was no point in going on until there were peace treaties with 
Germany and Japan, international control of atomic energy, and, 
above all, “an atmosphere of international confidence.” 


Inspection or Abolition First ? 


The discussions in the Conventional Armaments Commission 
showed that the Russians and the west were poles apart in their 
epproach to the problem of disarmament. While Russia argued 
that nations must first disarm and then evolve a system of control 
and inspection, the west held that a reduction of armaments must 
be accompanied by agreement on a system of control and inspec- 
tion. Again, while Russia argued that disarmament would itself 
remove the mutual mistrust which was bedevilling international 
relations, the west held that armaments were the effect not the 
cause of the prevalent distrust, and that disarmament could not 
precede a satisfactory peace settlement. As a first step towards 
establishing mutual trust the British delegate made a vain appeal 
that all members of the United Nations should submit detailed 
reports of their trained military manpower. 

It is difficult to see that Mr Vyshinsky’s latest proposals, now 
before the General Assembly, do anything more than provide 
new material for the Russian diplomatic offensive. It is true that 
they contain a novel element in the proposal that the Big Five 
should immediately reduce their land, air, and sea forces by one 
third ; but quite enough is known of the relative strength of their 
armed forces to make it obvious which power would benefit 
most from such a plan. In fact the paradoxical situation con- 
timues in which the country most prolific with suggestions for a 
Policy of disarmament is the country which, by its whole policy, 
has steadily destroyed the necessary bases for such a policy. 
When the British representative on the Conventional Armaments 
Commission, referring to the need for international confidence, 
said that men were justified in carrying umbrellas so long as 
there were prospects of rain, Mr Gromyko retorted that rain 
was not man-made, but international confidence was. He did 
not, however, add that no men could do more towards restoring 
that confidence than himself and his colleagues. 
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China’s New Currency 


[FROM A SPECIAL CORRESPONDENT] 


SHANGHAI, September 18th 

CHINA’s new currency, whose introduction on August 19th was 
greeted with scepticism in commercial circles in Shanghai, 
has so far held up better tham»anyone expected, and nc 
rate in regard to the American dollar other than the cfiicial 
rate of 4 gold yuan to US $1.0 is beimg quoted. It has resulted 
in a temporary improvement in the position of the central govern- 
ment; but it is generally agreed that the new measure will 
mean little unless the government can follow it up wth 
some military victories against the Communists. There is no 
change in the factors responsible for China’s inflation—the civil 
war, lack of revenue, an unfavourable balance of wade, an in- 
efficient administrative machine and the maintenance of a vast 
army. The lull. which has characterised the military scene all 
through this summer is now drawing to a close, with the Com- 
munists attacking strongly at Tsiman in Shantung and in 
south-east Manchuria. 

The government’s campaign to enforce the surrender of gold, 
foreign currency and foreign holdings is being carried out by 
terroristic methods—probably the only methods that would work 
in the present situation. The Generalissimo’s eldest son, Russian- 
educated Chiang Ching-kuo, has been despatched to Shanghai 
as Economic Supervisor, in charge of the Economic Police and 
other special intelligence units, and more recently has been ap- 
pointed Commander of the Woosung Garrison. Shanghai, in 
effect, is under martial law. Several prominent Chinese business- 
men have been arrested, including a son of that strange, powerful, 
underworld figure, Tu Yueh-sheng, who is said to control most 
of the gangs and labour unions in Shanghai. A colonel of the 
Woosung garrison has been shot for illegal speculative activities 
and a Chinese businessman is under sentence of death. Many 
more Chinese businessmen have been arbitrarily arrested and 
detained for interrogation. The result is that a wave of appre- 
hension verging on panic has gripped the Chinese merchant com- 
munity and many members of the foreign community as well. 
There is a widespread feeling that, praiseworthy as may be the 
government’s determination to curb present abuses, it is unjust 
to make investigations into the past, for it is safe to say that there 
is not a man in Shanghai, British or foreign, military, official or 
civilian, whose slate is completely clean. Prier to August 19th 
contravening official regulations was a condition of life. 


Goods Not Coming Forward 


Several unfavourable results of the currency reforms are to 
be noted. Firstly, as was only to be expected, Chinese, who 
are now afraid to keep their funds in gold or American dollars, 
are turning to other commodities, such as diamonds. Some, with 
holdings abroad, are allowing these holdings to go into escrow. 
Secondly, it is reported from outlying areas, like Hankow 
and Canton, that uncertainty cver the mew currency, com- 
bined with the enforcement of price controls, has resulted in 
goods not coming forward. In Shanghai, for example, you can 
buy a chicken at one of the city markets at the controlled price ; 
but if you want a nice fat chicken you will either have to pay 
extra on the side or buy it in one of the villages just outside the 
city. Thirdly, the current campaign to stop hoarding is making 
all traders nervous about holding stocks and is inevitably slowing 
up what trade there is. 

The government’s present economic campaign in Shanghai, 
illegal and arbitrary as it often is, is yet an indication of their 
determination to try and make the new currency work. They 
realise that this is their last chance and that if this fails it will 
almost certainly result in the downfall of the government. The 
introduction of the new currency was carried through with a skill 
and secrecy of which one would not have thought the present 
government capable. It was known only to a small number of 
people and there was only one small leakage—from the Ministry 
of Finance—which resulted in the unloading on the stock market 
of a large number of Wing On shares. The malefactors are no 
being tried in Shanghai. One of the most interesting feature 
of the reforms was that the Americans were neither consulted 
nor informed. The American Ambassador, Dr Leighton Stuart, 
accompanied by Admiral Oscar Badger, visited the Generalissimo 
at Kuling not long before the announcement of the new reforms, 
but they were not let in on the big secret. This new-found 
resolve of the national government to help itself and not to depend 
on outside aid is a welcome phenomenon—although one cannot 
help wondering whether it is not already too late in the day to 
affect the eventual outcome. 
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THE BUSINESS WORLD 





Inflation 


MID the turmoil and distractions of India’s post-partition 

problems, economic affairs were inevitably allowed to fend 
for themselves. There was no positive or blameworthy neglect 
but to a new, harassed and largely untried administration, 
finance cannot have occupied a high place among the many 
urgent problems that were crying for attention and solution. 
As a result, many unhealthy developments of which the germs 
were already very much alive in the body economic before par- 
tition have gained in virulence since India attained its indepen- 
dence in August of last year. The inflationary potential has 
now reached a point at which the twin problems of prices and 
currency have thrust themselves to the very top of the list of 
priorities and within the past few days an ambitious plan of anti- 
inflationary action has been announced. 

It must be stressed at the outset that India’s monetary stability 
had been greatly undermined during the war years. The official 
index of wholesale prices, based on the month of August, 1939, 
had risen to almost 300 by the end of 1946 and was just over 
this figure by the date of partition. Since partition it has 
climbed steadily to the neighbourhood of 350. The Bombay 
cost of living index also based on August, 1939, had risen to 
around 250 by early 1947 and has since been climbing towards 
275. It is only necessary to compare these indices with the 
comparable figures for Britain, and to bear in mind the fact that 
the sterling-rupee ratio has remained unchanged at Is. 4d., to 
tealise that a dangerous measure of inflation has taken place 
in India and that unless it is corrected it must ultimately call 
into question the existing exchange valuation of the rupee. 

The report of the Reserve Bank of India for the year 1947/48 
is both eloquent and threatening on this subject. It points out 
that the rising trend in the general level of prices gathered 
momentum during the twelve months to last March, It attri- 
butes the steady increase in inflationary pressure to a number 
of influences. The money supply tended to remain more or less 
stable during the first half of the period but increased sharply 
during the second. Although the Government had almost 
balanced its revenue budget during the year, a deficit 
in the capital budget contributed considerably to this inflation- 
ary expansion in the circulation. In addition there was a 
general decline both in agricultural and industrial production. 
The output of food grains in the Dominion of India (including 
Hyderabad), which had averaged 43 million tons in the years 
1942/46, had fallen to 40 million tons in 1947. In such major 
industries as jute, cotton, cement, paper, matches and chemicals, 
output in 1947 was lower than in 1946. This fall was partly 
due to inadequate supplies of raw materials but it was also 
explained by civil disturbances, particularly in the north, and 
by industrial unrest. 

Against this background of declining production, aggravated 
by restrictions on imports, particularly after the suspension of 
convertibility of sterling in August last year, salaries and wages 
continued to rise—a movement which was helped by a number 
of awards by industrial courts and the Government. 

Towards the end of 1947 the Government of India announced 


. § policy of gradual removal of controls over prices and distri- 


tion. Its action was justified by the glaring administrative 
defects which had been revealed in the working of these controls 
and which had tended to perpetuate conditions of relative 
scarcity. The gradual decontrol of prices and the upward 


in Indi 

revision of those of such materials as steel, cement and coal, 
which remained under control, inevitably appeared to reinforce 
the already severe inflationary pressures in the country, despite 
the expectation, in the longer run, that the policy of decontrol 


might achieve its object of releasing goods from hoards and 
securing a substantial increase in industrial production. 


The measures of decontrol which were then taken, and the 
summoning of the Industries’ Conference, which set out a pro- 
gramme of increased productivity, have not produced, in the 
relatively short period which has elapsed, the results expected 
of them. A point has now been reached at which more 
drastic and immediately effective measures must be taken if the 
danger of really damaging inflation is to be averted. The 
new plan, of which the broad outlines were announced last 
week by the Indian Minister of Finance, at least aspires to 
the necessary virtues of comprehensiveness and severity. 


The Government’s policy has four immediate objectives. The 
first is to keep Government expenditure as low as possible and 
increase revenue by all possible means. The second is to allow 
no further rise in prices and the cost of living. The third aims 
at securing as soon as possible a progressive reduction in prices 
and at increasing the volume of goods and services available for 
consumption. The fourth contemplates an effective curtailment 
of the purchasing power in the hands of the community. To 
these ends, a number of specific measures have been tabled. One 
is to limit the dividends distributed by public companies to a 
figure not exceeding the average paid for the two years ending 
March 31, 1948, or to 6 per cent on the paid up capital, which- 
ever is the higher. In order to keep down Government dis- 
bursements, it has been decided to postpone the repayment of 
EPT deposits and the release of refunds for a period of three 
years. Exceptions to this last rule will be allowed in special 
cases where industrial concerns have been counting on the re- 
payments to pay for new capital equipment. 


It has also been decided that the deficits of the Govern- 
ment and of the Provinces must be covered and that 
budget surpluses must be aimed at for next year. The estimates 
for the current year indicated a deficit of Rs 2.13 crores for the 
Central Government budget and of Rs 153 crores for the Pro- 
vinces. In addition to this, the volume of capital expenditure 
to be covered by borrowing will add appreciably to the infla- 
tionary pressure created by the deficits on the ordinary budgets. 
A committee of the Cabinet has now been set up and charged 
with the task of reviewing, and pruning where possible, all 
development plans of the central and provincial govern- 
ments. This committee will establish an order of priorities 
of accepted schemes and all expenditure on schemes which are 
not likely to prove immediately productive will be postponed. 
The provincial governments whose deficits have played so 
large a part in fanning the inflationary flames are being strongly 
urged to strengthen their finances and to reinforce their 
revenues by a levy of agricultural income tax wherever it is not 
now levied. 


To stimulate industrial production, the Government has 
decided to make considerable concessions in tax allowances for 
depreciation of plant and machinery. New industrial under- 
takings are to receive complete exemption from income tax for 
a specified period, while the raw materials, plant and machinery 
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imported into India for industrial purposes are to be granted 
relief from customs duties. With the same object of improving 
industrial production, the Government of India is now con- 
sidering a scheme for the better distribution of essential and 
scarce ccmmodities such as iron and steel, cement and oil 
products. 

In the hope of encouraging savings the Government has 
decided to raise the permissible limits for investment in postal 
savings bank accounts from Rs 5,000 to Rs 10,000 and in 
national savings certificates from Rs 15,000 to Rs 25,000. To 
meet the needs of institutional investors for short-term securi- 
ties, the Government has also decided to issue Treasury 
deposit receipts somewhat on the British model. These will 
run for six, nine and twelve months. Finally, in order to 
give some reality to its policy of wage stabilisation, the Govern- 
ment is taking steps to enforce compulsory arbitration in 
industrial disputes and to ensure that the awards of industrial 
courts are duly obeyed. 

On paper, the programme looks impressive and its form is in 
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keeping with the immense task that has to be tackled. The 
prospects of its fulfilment must, howeyer, be realisticalj 
discounted to allow for continuing political uncertainty in India 
and for the raw and untried administrative machine that will 
have to put it into operation. Something must be Seriously 
wrong with the state of India when such a sober and respected 
firm of bankers and bullion merchants as Messrs, Premchand 
Roychand & Sons of Bombay can state, as they do in their 
latest Annual Market Review, that “the controls had become 
a great farce and were only creating a cesspool of corruption, 
Tine black market was the rule rather than the exception . , , 
inflation ran its hectic course spilling misery all around. The 
upward pressure of prices never relaxed but was often accen- 
tuated by wage increases which labour wrung from employers.” 
India is probably learning in a hard school how difficult it is 
to maintain an honest administrative machine. Only an 
administration of unquestioned integrity can tackle the 
economic problems that will have to be solved if the rupee js 
to be held at anything like its present exchange value. 


The Role of Agriculture 


ESTERN Europe depends largely on its own agricultural 

production. Even before the war imported food sup- 
plies accounted for only one-fifth of annual requirements at the 
most; if the United Kingdom were excluded, the proportion 
imported would be much smaller. Since the war, however, 
agricultural production in western Europe has been lower than 
it used to be. For the crop year 1946-47 it was estimated at 
only 75 per cent of the 1934-38 level. Imports, moreover, 
have been restricted by payments difficulties. In all, con- 
sumption measured in terms of calories has been reckoned to 
be some 20 per cent below the prewar standard, In the first 
two years after the war some relief was afforded by UNRRA 
shipments ; latterly it has been afforded by Marshall aid. But 
although the Marshall Plan provides for some expansion of 
food imports, the success of the recovery programme in food 
depends on western Europe’s ability to resuscitate its own 
agriculture, 

The agricultural patterns of western and eastern Europe differ 
widely. In the west, agriculture takes second place to in- 
dustry, but it is more highly capitalised, with a higher produc- 
tivity per man and per acre than in the east. It specialises 
more on livestock products ; it requires fertilisers and imported 
feedingstuffs in large quantities. In eastern Europe, it tends 
to be more primitive and is concentrated largely on grain 
production. If this pattern is to persist, it will be essential 
to revive trade between eastern and western Europe. Before 
the war, there were two dominant movements in the European 
trade in foodstuffs ; first, the large scale shipment of wheat 
and other cereals from eastern Europe to the West and, second, 
the shipment of livestock products and fresh fruit and vege- 
tables mainly from western Europe to Britain. The plan for 
European recovery assumes that both these prewar charac- 
teristics will be restored. 

In 1946-47, the acreage devoted to the main agricultural crops 
in western Europe was 8 per cent lower than before the war, 
except for coarse grains, where the acreage was slightly larger 
than in 1934-38. The output of these crops, however, apart 
from sugar, was fully ro per cent below that of the prewar 
period, and the same was true of the livestock population. The 
numbers of cattle had regained their 1934-38 average, though 
those of sheep and pigs were 5 per cent and 37 per cent 
smaller respectively. Output of milk products was down 
by 30 per cent and of meat by 34 per cent. The same trend 
was also evident in poultry ; flocks were reduced by 20 per cent 


while egg production was 34 per cent smaller. These figures 
give some impression of the serious fall in agricultural produc- 
tivity in Europe. Fertilisers were scarce during the war and 
soil fertility was seriously depleted. Farm equipment was worn 
out or destroyed. Labour in the occupied countries was drafted 
to Germany. Supplies of concentrated feedingstuffs for the 
livestock production were no longer available. Modera 
agriculture also depends on a host of other specialised materials 
such as improved seeds and insecticides, which were equally 
in short supply. This legacy of the war years had to be made 
good. 

But the production cycle in agriculture is lengthy; the 
simplest plans may take two or three years to materialise. For 
livestock they take even longer. If at the end of hostilities 
there had been an abundance of fertilisers, farm equipment and 
feeding stuffs, and if agricultural labourers had returned to their 
former occupation, recovery to the prewar level of output would 
still have taken at least three years. But, instead of abundance, 
there were shortages. Some improvement was achieved in agricul- 
tural production in 1946, but matters were made worse again by 
the severe winter of 1946-47 and the summer drought which 
followed, causing output in 1947 to fall sharply. A serious te- 
duction in yields of arable crops has been made good this year. 
But the shortage of feed for livestock caused a reduction in 
numbers of cattle and sheep, so that recovery was postponed 
by at least two years. 

Most western European governments have embarked on long- 
term agricultural development schemes. These give some 
impression of how agricultural production is expected to expand 
by 1950-51. Broadly speaking, the area devoted to grain crops 
and the numbers of livestock are expected to regain their prewat 
level ; the acreage under sugar beet and the numbers of poultry 
are expected to exceed their 1934-38 averages. These target 
for 1950-51,’ with actual figures for 1946-47 and the 
average of 1934-38 are shown in Table I. But output is not 
expected to increase so rapidly. A comparison of Tables I and 
If reveals that the target increase in output by 1950-51 com 
pared with prewar is not commensurate with the correspondi 
increase in acreage or cattle numbers, except for potatoes. But 
within this period the population of western Europe is expected 
to increase by 11 per cent, The restoration of livestock numbers 
to their prewar level can be achieved only if adequate supplies 
of feedingstuffs are available—and about this there is some 
doubt. One of the main objectives will be the expansion of 
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production by 1950-51 to slightly above the prewar level. The 
recovery in meat production is expected to be less marked ; by 
the end of the Marshall period output will still be 12 per cent 
below its 1934-38 average, though the proportion of meat in the 
form of bacon and pork will increase. On the basis of informa- 
tion so far available it is difficult to criticise the official data 
contained in Table I; even so, the planned increase in cattle 
numbers appears to be too rapid, and in pigs too slow. 


Although total agricultural production in western Europe 
may, perhaps, regain.its prewar level by 1950-51, the pattern 
of trade in foodstuffs between the participating countries will 
alter appreciably. The United Kingdom, for instance, expects 
to be less dependent on imported foods, particularly those at 
present obtained from the Western Hemisphere. Cereal and 
potato production, which was expanded considerably during the 
war years, will be reduced in favour of livestock production, but 
the level aimed at will still be 10 to 20 per cent above prewar. 
With livestock, the emphasis will be on milk rather than meat. 
Both Denmark and the Netherlands expect to resume their 
prewar exports of meat and dairy products, still mainly based 
on imported foodstuffs ; the Netherlands, however, intends to 
switch from the export of butter to the export of cheese and 
processed milk. Norway and Sweden intend to expand agri- 
cultural productionfor their domestic markets without attempt- 
ing to recapture their prewar export trade which was 
largely focused upon the British market, whereas France plans 
to expand output from a smaller cultivated area. Such are the 
plans. Whether they are mutually compatible remains to be 
seen. The dovetailing of export-surpluses with import require- 
ments will be only part of the problem; the major difficulty will 
be fitting these agricultural programmes into the general econo- 
mic programme. 

Yet these plans, which form the basis of the European 
Recovery Programme, are dependent for their fulfilment on 
certain assumptions. In the first place, they presuppose an 
adequate supply of agricultural raw materials—fertilisers, equip- 
ment, feedingstuffs, insecticides and seeds. Secondly, they pre- 
sume the maintenance of East-West trade in Europe. Thirdly, 
they envisage development of agricultural production in colonial 
areas. These latter projects, so far as the United Kingdom is 
concerned, are well behind schedule, so that to this extent the 
targets laid down in the European plan may not be achieved. 
East-West trade is likely to continue in spite of the apparent 
worsening of political relations. South-east Europe will still want 
to dispose of its grain surplus to western Europe in return for 
industrial equipment. Nevertheless, in the longer term, this 
basic assumption of East-West trade may be open to question, 
because the splitting up of large estates and the development of 
industrialisation in these countries is likely to change their agri- 
culture towards mixed farming and livestock and away from 
cereal production. Major changes of this kind might mean the 
destruction of the very basis of East-West trade in foodstuffs. 

The most important assumption of immediate concern is 
the availability of fertilisers, farm equipment and feedingstuffs. 
Before the war, western Europe was a net exporter of nitrogen 
and potash but an importer of phosphates; in 1946, however, it 
Was a net importer of nitrogen. The bulk of plant nutrients 
is obtained from farmyard manure and this source has been 
aflected by the decline in livestock numbers. Consumption of 
commercial fertilisers at present is probably at the prewar level, 
but Europe, nevertheless, plans almost to double its output of 
fertilisers by 1950-51 and most of that will be consumed domes- 
tically. But the future level of fertiliser production depends on 
industrial plant, coal and electricity, and it is doubtful whether 
Production can be increased at the anticipated rate. Europe ts 
not short of phosphate ; the small import requirement shown in 
Table III is due to the relatively restricted capacity to manufac- 
ture superphosphate—the raw material, phosphate rock, is in 
plentiful supply and readily available in North Africa. Western 
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Europe, however, is not so well supplied with potash. The only 
important sources are France and western Germany, but the 
latter’s output is used entirely for its own needs. Imports could 
be obtained from eastern Europe (in particular the Soviet zone 
of Germany), Spain and Palestine provided that trade is main- 
tained with these countries. 

No less important than fertilisers is the supply of agricultural 
machinery. There has already been a marked expansion in the 
mechanisation of western European agriculture, but require- 
ments of tractors are expected to be three times their prewar 
level by 1951. If the plans materialise, western Europe will have 
a sizeable export surplus of tractors—although it will still be 
necessary to import small quantities of heavy tractors—while 
import requirements of other machinery in 1950-51 are eSti- 
mated at 543,000 tons compared with an export surplus of 
390,000 tons. Britain must be the mainstay of this increase in 
production of agricultural equipment; its share of total output 
can be seen in Table III. It has already achieved a remarkable 
rate of increase in production of tractors and agricultural machi- 
nery, and exports have been maintained at a high level. But 
the future plans depend largely on sufficient steel. If supplies 
of steel for farm equipment were curtailed, the future of 
Europe’s agricultural recovery would be in jeopardy. Criticism 
has already come from the United States that the projected in- 
crease in mechanisation is too great. 

But given the present scarcity of agricultural labour in all 
countries of western Europe except Italy, increased supplies of 
agricultural machinery are essential to raise agricultural pro- 
ductivity and to replace the loss of draught animals since 1939. 

Western Europe’s agricultural recovery programme depends 
on increased livestock production. Hence it requires an expan- 
sion in the supply of feedingstuffs and, in particular, of con- 
centrated feeds. The Food and Agriculture Organisation has 
recently estimated that in 1946-47 the supply of concen- 
trates in the principal countries of western Europe was less 
than two-thirds of the prewar level, and that the supply of all 
feeds was 85 per cent. The shortage of bread grains, the higher 
extraction rate in flour milling, and the use of certain coarse 
grains for human consumption have led to a further shortage 
in the supply of feedingstuffs. During the current season there 
will certainly be a sufficiency of bread grains and coarse 
grains. But this improvement is likely to benefit only egg and 
pork production. Cattle and sheep are more dependent on oil- 
cakes, and not even the most optimistic estimates expect the 
world supply of oils and fats to regain its prewar level before 
1951, if then. There has, of course, been considerable develop- 
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With the close of the holiday season many 
firms are preparing plans and reviewing 
prospects for future endeavours. All interested 
in overseas trade, and particularly those who 
are entering this field for the first time, are 
invited to consult the Midland Bank. At 
Overseas Branch, 122 Old Broad Street, London, 
the Bank has a Foreign Trade Information 
Department which is specially equipped to 
give information and advice on trade with 
other countries. It is prepared to assist in 
establishing agencies and, from the wealth of 
material at its disposal, to provide channels 
of approach between exporters and importers. 
This service is at the disposal of traders and 
merchants in all parts of Britain, and is 
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| ment in improving grasslands, grass drying and silage which has 


a 


helped to increase indigenous supplies of animal food. Neverthe. 
less, farmers will have to be assured of a more enduring increase 
in the supply of feedingstuffs before they can be encouraged to 
expand their livestock herds to the required extent. 

This year’s favourable crops, therefore will increase the 
amount of food available for human consumption in westerg 
Europe. But they are unlikely to contribute directly to agri. 
cultural recovery. There is always scope for better farming 
methods, better seeds, and other technical improvements, but 
basically agricultural recovery depends on an expansion in indus- 
trial output. This relationship is very close. It implies that agri- 
culture must be assured of increased supplies of fertilisers 
and farm equipment ; it also implies an expansion in consumer 
goods and a general improvement in the economic health of 
western Europe. It is ome thing to expand agricultural pro 
duction ; it is another to ensure an efficient distribution of the 
goods produced. Ration schemes and governmental regulations 
help, but the only certain method of securing a proper distribu. 
tion is by making it profitable for farmers to exchange their 
produce for the goods they want. 





Tasie I 
WEsTERN Europe Crop ACREAGE AND LryEstocKk Numpers 
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| Average | Actual | Planned | as 

; 1946-47 1950-51 
| re 55,638 52,446 58,811 94 106 
Coase @raiee ...c. oe ccccse cet 44,856 45,336 48,347 101 108 
en RRS yr 2,401 2,201 2,739 | 92 14 
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Digs snesy vos cvebh so bies soted 41,081 {| 26,051 37,119 63 9 
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WESTERN EvRoPE AGRICULTURAL PRODUCTION AND ImporRT 
REQUIREMENTS 
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| Agricultural Production Import Requirements 
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{ 1947 | 1951 | 











i 


Bread grains .. | $3,508 | 27,839{ 33,495 83 | 100 | 13,721 | 15,107 | 17,579 | 110 | 188 








Potatoes ..... | 96,824 | 49,926 | 67,120) 88) JIS | 1102) 26) | 
Sagar’ ...cdcc0 | 3,403! 3,237) 3,853) 95] 213} 2,664/ 1,670) 2,272) 63) & 
Fats . avers | 2,794} 1,927; 2,888 69] 103 | 2,628, 1,048| 2,260) @| % 
of which :— | i j j i } | 
Butter ..... | 1,175} 857} 1,209; 73} 102) @ | @ | @ @l@ 
ie as oo | 71,333 | 54,816 | 72,305) 77 | WL) ow) of oe aa | ae 
Cheese ....... | 1029; 645! 1,159! #3] 113 133; 207; 213 156 | 10 
Rees: . o.08.s0- | 1,756! 1,163, 1839 66] 105 148 | 284 | 122, 192 | & 
Meat ........ | 8969! 5,783| 7,932) fo} 88 | 1,670) 2,579) 2,461) 95) 
. | j 
Coarse grains . | 30,000/ 26,906 | 31,322 9) | 104 11,268) 4,624 11,481, 4 108- 
Oilcakes ...... 39; 242,480 272 | 539 | 4,338) 1,250) 4,222| 2 rf 
Protein feeds . el 321; 453; 78 111 | 74 85 | 159 88 i I 
‘ ' i i 
(a) Not separately specified. 
Tasie III 
SUPPLIES OF FERTILISERS AND AGRICULTURAL MACHINERY 
: (000 Tons) 








Production in Western Europe | Import Requirements 
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* 7000 units,  (c) Net export surplus. (0) Not available. 
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Business Notes 


The New Governor 


The City has learned with regret that Lord Catto will retire 
fom governorship of the Bank of England at the end of the 
current year—that 1s, on February 28th next. His decision to 
do so was not, however, unexpected. Lord Catto succeeded 
Lerd Norman in 1944, and thus completes this year the five-year 
am which he has long been known to have regarded as a 
maximum. Indeed, on his reappoinument after the nationalisation 
of the Bank in 1946, it was generally understood that his aim then 
was simply to ensure due continuity in the Bank’s affairs. The 
two years or sO Which have since elapsed heve demonstrated 
that the formal change in regime has been accomplished, as most 
informed people expected it would be, without the slightest hitch. 
In ensuring this smooth transition, the close personal relations 
which Lord Catio had established with the Treasury during the 
wat have doubtless played an important part. Meanwhile, Lord 
Catto, as he points out in a letter to the Chancellor, will attain 
the customary retirement age of seventy within a few weeks of 
the date on which he will retire. 

The new Governor will be Mr Cameron Cobbold, the present 
deputy-Governor, whose appointment sets a precedent. Mr 
Cobbold will be the first Governor in the Bank’s long life of 
over 250 years to arise from its select ranks of senior officials 
and executive directors. He joined the Bank as an Adviser in 
1933, became an executive director in 1938, deputy-Governor in 
1945 and now, at the very early age of 44, is Governor-designate. 
Itis an impressive record, and all in the City will wish him well. 
Nationalisation of the Bank has certainly not made its governor- 
ship. a less critical post ; and the prospect of gradual transition 
of the national economy from rule by rationing to rule by price 
may add greatly to the responsibilities of the Governor in the 
next few years, The new deputy-Governor will be Mr D. G. M. 
Bernard, now aged 60, who has been an executive director since 
1939. 

* * * 


Dollar Drain Slackening 


The drain upon Britain’s gold and dollar reserves—which are 
the central reserves for the whole sterling area—showed a welcome 
slackening during the third quarter of this vear. In that period 
the total gold and dollar deficit for the sterling area, before taking 
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acount of ECA reimbursements of dollar expenditure, amounted 
© £76 million. This, as the accompanying table shows, compares 
With a total expenditure of £147 million in the first quarter of 


the year and {£107 million in the second quarter. Earlier 
in the year the deficit was being partly financed by drawings on 
the residue of the dollar credits or by purchases of dellars from the 
International Monetary Fund, but in this latest quarter the only 
offset against the gross expenditure has come from a further 
reimbursement under the European Recovery Programme. These 
reimbursements necessarily take. place in. arrear, and it is clear 
from the figures to date that the lag is considerable. For the 
second quarter of the year—i.e., the initial ECA period—Britain 
was allocated £100 million in ECA grants and loans, but by the 
end of the quarter it had received dollar reimbursements equivalent 
to only £22 million, Further reimbursements in the third quarter 
amounted to £41 million, although for that quarter an additional 
£83 million was allocated in grants and loans. After taking credit 
for the reimbursements actually received at the quarter-end, the 
net drain on reserves during the quarter was accordingly £35 
million, reducing the total gold and dollar reserve to £437 million 
(to the nearest million). 

By end-September, therefore, Britain had received in dollar 
reimbursements only £63 million of the £183 million of Marshall 
aid ostensibly due for the previous six months. It would perhaps 
be unwise to assume that the whole of this provisionally allocated 
aid will in fact be received; but the outstanding sum of 
£120 million is sufficiently large to enable the Government to feel 
that the true level of reserves—after allowing for the lag in dollar 
re'mbursements definitely due—is being maintained above the 
£500 million which, as the Chancellor recently announced, must 
be regarded as the basic minmum. By contrast with the catas- 
trophic rate of exhaustion .of reserves last year, the recent. per- 
formance is heartening. But it cannot be too strongly emphasised 
that the extent of ECA aid expected in the first year is still only 
just sufficient to finance the current rate of sterling area expendi- 
ture—after taking credit not only for ECA loans as well as grants, 
but also for that portion of the grants which will be received 
only if the sterling area makes corresponding unrequited exports 
to western Europe. 


* * * 


Postscript to Ottawa and Washington 


On his return from his visits to Canada and the United States 
the Chancellor of the Exchequer this week gave the Press a care- 
fully phrased summary of the results of his talks. Even the 
careful phrasing could not altogether hide the fact that the end 
of the talks in Ottawa still left considerable differences of views 
between the two parties. The Canadians “accepted the harsh 
necessity of our limitation of Canadian imports during the period 
of recovery, but stressed their anxiety that by the end of that 
time we should be able to deal more freely in Canadian products. 
They were anxious that our necessity to enter mto bilateral agree- 
ments with other countries should not prejudice our capacity 
to export to Canada, and should not tend to channel our trade 
permanently in other directions than the Canadian.” Sir Stafford 
tried to reassure them by explaining that Britain was equally 
anxious to reach a much larger degree of multilateralism in its 
trade, but that in the existing circumstances bilateralism was 
inevitable. The question of releasing the remaining $240 million 
of the Canadian credit was broached, and an early announcement 
on this subject is due to be made. 

From his visit to Washington the Chancellor brought back an 
impression of the value of the International Bank and Fund, 
whose mectings of governors he attended. He expressed his 
confidence that they could both play a really useful part, not so 
much in dealing with the present emergency conditions, but in 
organising longer-term methods by which more stab:lity can be 
brought to international economic relations and provision made 
for the development of world resources. The Chancellor dis- 
cussed the European Payments Scheme with Mr Hoffman, and, 
answering questions on this subject at his press conference 
this week, appeared well satisfied that the’ British point of view, 
and in particular the British objections. to the transferability of 
sterling drawing rights under that scheme, had been adequately 
met. The Chancellor had reviewed the operation of the 1945 loan 
agreement w.th Mr Snyder, Secretary of the US Treasury, but 
explained that it would have been imappropriate in existing 
conditions to enter into negotiations for altering that agreement. 
In answer to a subsequent question, Sir Stafford said that no 
one could assume the resumption of sterling convertibility to be 
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near enough to warrant discussion of the matter. Reports from 
Washington continue to suggest that in the minds of many 
Americans one criterion only is used by which to judge the return 
of Britain to solvency and viability by the*end of the Marshall 
period, and that is the resumption of complete convert bility of 
sterling. The Chancellor seems to have done his best to d.sabuse 
Americans and also Canadians of this idea, and to substitute for 
convertibility as a criterion of recovery the Government’s 
plans—and hopes—of restoring the UK balance of pay- 
ments to equilibrium by the year 1952-53. The detailed 
document, which apparently goes into minutie of the likely 
balance of payments between Britain and all other important 
nations of the world in the year after the Marshall Plan is die 
to end, has provided the text for most of the “ off the record” 
and behind the scenes lectures given by the Chancellor. It also 
has provided him with a new fount of buoyant optimism, which, 
since his return from North America, he has been trying to impart 
to the delegates at the Commonwealth conference in London. 


* 7 x 


Intra-European Payments 


The council of OEEC this ‘week gave its final approval to 
the details of the intra-European Payments Scheme for the year 
ending June 30, 1949. The net contributions and equiveient 
drawing rights under that scheme have already been published 
and were set out in The Economist of September 18th. More 
detailed figures of the prospective surpluses and deficits in the 
balance of payments between each set of European countries 
will be found in a table on page 352 Of the current issue of 
Records and Statistics. 

Since the agreement was reached on these figures on Septem- 
ber roth, the remaining points of doubt have been successfully 
cleared. The most important of these concerned the transfer- 
ability of drawing rights granted under the scheme. Automatic 
transferability was strongly objected to by Britain and will not 
in fact be granted under the scheme. Automatic compensation 
will apply only in what, under the Bank for International Settle- 
ments scheme, has come to be known as “ Category A” com- 
pensations which are simple cross-cancellation of debts, the net 
effect of which is to reduce intra-European indebtedness all 
round. In “Category B” compensations, which are possible only 
whefe one creditor is prepared to increase his claims on another 
member as a result of compensation of a debt owed to a third 
party, transferability will be effected only on an “ administrative ” 
basis, that is, with the consent of all the parties concerned, This 
in fact means that Britain will be able to safeguard itself against 
the possibility that sterling may get into the hands of countries 
which, by the operation of the Payments System, would be 
able to demand gold. 


Other points which have caused some difficulty are concerned 
with the linking up of the contributions in the European pay- 
ments scheme with ECA conditional grants. Belgium has strongly 
objected to making its contributions, which are relatively sub- 
stantial, in anticipation of the receipt of conditional grants. The 
fear which constantly haunts Belgium is that by increasing its 
unrequited exports to Europe it will stimulate the inflationary 
forces which already are far too strong in the Belgian economy. 
Belgium appears to have been reassured on this point of timing 
by a promise that conditional grants will be made as socn as the 
creditor countries in Europe make their currencies available to 
the debtors. The other difficulty has concerned the possibility 
that the drawing rights may not be fully utilised. The point at 
issue has been whether, in such a case, conditional grants would 
be correspondingly reduced. Such a possibility must be envisaged 
with some apprehension, since the total amount of Marshall aid 
is barely sufficient for Europe’s essential needs. On this point, 
also, some reassurance has been provided by ECA, with a 
suggestion that unutilised drawing rights might be carried over 
from one Marshall year to another. The full details of the pay- 
ments scheme and of the trade rules which have been hammered 
out in Paris over the past few weeks should be published during 
the coming week-end. 


* + * 


Rewriting the Steel Plan 


“It is not, perhaps, altogether appreciated,” cbserves the 
September issue of the Statistical Bulletin cf the Iron and Steel 
Federation, “how exceptional has been the achievement of the 
industry in formulating a national development plan so promptly 
—a plan which in 1946 the Government accepted as being broadly 
right—and then in actually carrying it through.” But this does 
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not mean that the results which the steel plan preduces wif be 
the results which its authors expected it to produce. The Bulletiy, 
discloses ahat the ‘plan, as it has developed, is likely to Taise 
British steelmaking capacity to a point well above the eXPected 
16 million tons. The new figure is put at 17} million or Possibly 
even 18 million tons. : 


One of the reasens for the revised expectation was iscussed jp 
an article on European steel in last week’s issue. The increas. 
in costs of construction is prolonging the economic life of og 
plant, which may therefore be kept in service instead of ej 
scrapped. Another reason is to be found in the various expedients 
which have already enabled more production to be got out Of the 
existing capacity: notably the conversion of 25 per cent of Stee! 
melting plant to oil-firing, and the agreement for the continuoys 
working of steel melting shops, which alone has added aboy 
750,000 tons to effective melting capacity. At first sight thes: 
considerations might suggest that the expanded estimates apply 
more to steel melting than to the other stages of iron and gee! 
production. But the fourth reason given by the Bulletin—thy 
“the actual plants being built have almost invariably a la 
capacity than was allowed for in the broad scheme originally 
formulated ”—means particularly that the blast furnace capacity 
will be larger. The industry has not lost sight of the shortage of 
scrap, and, as the plan is working out, the ratio of pig iron to scrap 
used in British steel production will probably, in fact, be greater 
than the first estimates envisaged. This will require larger 
imports of ore, which seem unlikely to come from Sweden ; the 
possibilities of expanding ore supplies from North and West Africa 
(and particularly from Sierra Leone) are receiving attention. 

Nobody wants redundant steel capacity. But by a happy chance 
the recent Government examination of future steel demand has 
led to the conclusion (the Bulletin discloses) that demand also wil! 
be greater than was expected. The requirements of export to 
balance Britain’s overseas payments have made it necessary for 
British foreign trade to concentrate more or machinery, vehicles, 
and other steel manufactures than was thought probable in 
1946. At the same time the necessity has been accepted of 
cutting down imports of commodities such as timber for which 
stee] will have to be substituted. Colonia! development and the 
new oil refineries will both take more steel. “ Assuming a con- 
tinued high level of employment, therefore, a figure of 18 million 
tons has been agreed as a reasonable estimate of probable require- 
ments in the early 1950s.” 

The matter is not automatically one for congratulation. In the 
forecasis of future trade requirements there is much that is specu- 
lative, and (as the Bulletin acknowledges) resources invested in 
steel are withheld from other industries and withheld from export. 
“It is not, therefore, lightly to be assumed that it is all gain to 
build a steel industry of almost unlimited capacity.” 


* * *x 


- 


Steel Output and the Scrap Prospect 


In September, the first full month after the holidays, British 
steel production returned to the high level of June. The average 
weekly output of 296,800 tons of steel ingots and castings in 
September corresponds to an annual rate of 15,435,000 tons; il 
is 25,300 tons a week more than in August and 30,600 toms 4 
week more than in September, 1947. The organisers of the home 
scrap collection drive, which was launched a year ago, can reason- 
ably congratulate themselves on the increase of iron and steel 
scrap supplies by a million tons in twelve months. Further 
appeals are being made to maintain and, if possible, to increase 
the scrap collections. These continued efforts are clearly neces- 
sary if the high rate of steel production is to be maintained. 

In Germany the Anglo-American scrap agreement has a 
been reflected in an announcement by the Joint Export-Impott 
Agency that 1,225,000 tons of scrap are to be released for expott 
between now and January. Of this, 500,000 tons are to be 
released to American guyers, 500,000 tons to Britain, and 225,00 
tons to other countries. These are handsome figures, but ! 
would be unfortunate if they led anyone to suppose that theif 
realisation can be taken for granted. Bizonal export trade m 
scrap has never yet approached the dimensions which have beet 
predicted, and in the last few months it has been almost at 3 
standstill. Only with the German steel industry has a 
German trade in scrap come into being since currency reform; 
this is reflected in the improved bizonal steel production figures 
which were. announced at Diisseldorf on Tuesday. It is not © 
supposed that the German buyers will now retire from their ow? 
scrap market, or that official policy will oblige them todo % 
The export programme is therefore presumably additional © 
their requirements, and it may be doubted whether the © 
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RECLAIMING 30,000 ACRES 




















1, For 1,000 years the turf of the Sussex 
Downs lay undisturbed, except by grazing 
sheep. But war forced the authorities in 
1942 to o- great stretches for battle 


2. For four years troops fired thousands 
of tons of ammunition into the slopes, 
and covered their surface with wire and 











3. ‘Caterpillar’ Diesel Tractors are 
now speedily clearing the Downs of their 
dangerous litter, so that the urgent job 
af food production may begin again, 







Before the Sussex Agricultural 
Committees could begin reclaiming 
the downland, miles of rough roads 
had to be cleared by ‘ Caterpillar’ 
Bulldozers. Before ploughing could 
begin, innumerable shell and bomb 
craters had to be filled in, and under- 
growth, wire, and defence works 
had to be uprooted. Once again, 
‘Caterpillar’ equipment, provided 
and serviced by the Jack Olding 
organization, has saved precious 
time, manpower and money. 


‘CATERPILLAR’ MOVES THE EARTH— 
TO HELP REBUILD BRITAIN 


® 
idin WORLD'S BIGGEST 
ac ‘CATERPILLAR’ DISTRIBUTOR 
JACK OLDING & CO. LTD., HATFIELD, HERTS. Phone: HATFIELD 2333 
Midland Service ond Spores Depots : Bilston and Perton, Stoffs. Phone: Bilston 41731 
Scotiand: L.O. Tractors Ltd., Couper Angus, Perthshire. Phone: Coupar Angus 173 


Eire: Jock Olding & Co. (Ireland) Ltd., Sundrive Road, Kimmage, Dublin. Phone: Dublin 93529 
Northern treiand: 14 Alfred Street, Belfast. Phone: Belfost 24547 





No fewer than 3,000 islands and islets go to 
make up the beautiful chain known collect- 
ively as the Bahamas. Of these only a few 
are inhabited—among them San Salvador 
where Columbus first made landfall-on his 
voyage of discovery in 1492, The best known 
of the islands is New Providence where 
Nassau, the capital and one of the Empire’s 
most inviting playgrounds, provides won- 
derful bathing and big game fishing with a 
climate which combining as it does a north- 
ern sky with a southern sea, has earned for 
the Bahamas the name of the “ Isles of 
June.” During the war a Royal Air Force 
training base was established in Nassau. 
Later, when it became important to secure 
a steady flow of aircraft to the Allied Forces 
in Europe and Africa, the Island proved an 
important link in the famous Atlantic 
“ plane ferry ” service. 

Full and up-to-date information from our 


branch in Nassau covering local conditions and commercial trends in the Islands is readily obtainable on 
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INCORPORATED BY ROYAL CHARTER 1746. 


LONDON OFFICES: 
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338, THREADNEEDLE STREET, E.C.2. 
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Special Departments at the Bank’s 
London City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fuliy equipped to handle 
every description of Overseas Bank- 
ing Businéss. Enquiries are invited. 


Principal GLASCOW Office: 
110, QUEEN STREET, C.1. 
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38, ST. ANDREW SQUARE, 
EDINBURGH, 2. 
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tion or the physical equipment for handling these vastly increased 
quantities is ready to hand. The new price of $28.50 a ton at 
the German frontier, announced by JEIA, does not differ greatly 
from the price of $26 on the site at which export contracts were 
being corfcluded in the spring, before the deadlock arose ; but it 
is still a high price. The British steel industry will do well to 
continue to place as much reliance as possible on home supplies. 


* * x 


ECA and the Fawley Refinery 


A report from Washington this week brings into the public 
eye the discussions that have been going on about the projected 
refinery of the Anglo-American Oil Company at Fawley. This 
plant, if it is built, will be the largest single unit in the UK 
home refining programme. The parent company, Standard Oil 
of New Jersey, although it has promoted the scheme up to a 
point, has never yet appeared to have taken a final decision to go 
ahead. This may be attributable in part to a desire to see the 
future pattern of European politics and of the Europear oil trade 
more Clearly before the company commits itself to an excep- 
tionally large capital expenditure. But the scheme is also being 
held up by the uncertainty whether the earnings can be made 
convertible into dollars. The British Government, though it 
supports home refining (and the expansion of the oil industry in 
the United Kingdom) in principle, is presumably reluctant to 
accept the creation of a big new dollar claim. In the circum- 
stances Standard Oil of New Jersey has been exploring the possi- 
bility of getting the ECA to guarantee the investment. 

This possibility arises from the clause in the Economic 
Co-operation Act which empowers the Administrator to 
“facilitate and maximise the use of private channels of trade,” 
and for that purpose to guarantee the transfer into dollars of the 
income from approved investments. The Administrator’s power 
of guarantee even extends to eventual repayment of the capital. It 
is, however, limited to a total of $300 million under the Act of 
1948. 

To guarantee the full proposed investment on the Fawley 
project would take a big slice of that total. The sum of $100 
million mentioned in the Washington reports appears, at first 
sight, to be an underestimate. Mr Frank W. Abrams, the chair- 
man of Standard Oil Company (New Jersey), when he addressed 
the American Chamber of Commerce in London last month, 
spoke of a planned throughput of 128,000 barrels a day. Estimates 
of the cost of building a modern refinery vary, and costs have 
indeed been rising ; but if it is taken at the fairly modest figure 
of £2,250 per ton of daily throughput, a refinery of the size men- 
tioned by Mr Abrams would be likely to cost more than £35 
million. To underwrite the whole project would therefore absorb 
not much less than half of the total amount at present available 
from ECA funds for investment guarantees. The amount of the 
guarantee would (under the terms of the Act) have to be deducted 
trom the total of ECA allocations. It would be surprising if Mr 
Hoffman were to give such a guarantee without hesitation. 


*x * * 
Floating Debt Policy 


The Treasury this week has made a small net repayment—one 
of £6,500,000—of indebtedness to the banking system and money 
market, despite the raising of the week’s tender issue of Treasury 
bills to the record figure of £190 million, or £20 million in excess 
of the corresponding bill maturities. During the week there has 
therefore been a switch of Treasury indebtedness from Treasury 
deposit receipts (the outstanding total of which was reduced by 
£26 million) to Treasury bills. Increases in the outstanding 
volume of tender bills, often also involving similar switches from 
TDRs to bills, have been the normal feature of floating debt policy 
each autumn ever since 1942, when it was first recognised that 
heavy issues of six months TDRs in the early autumn imparted an 
undesirable rigidity to the banking position during the phase of 
heavy tax collections early in the New Year. This particular dis- 
advantage of the TDR, however, has now been mitigated by the 
arrangement made a few months ago whereby TDR issues, instead 
of being standardised on a six-months currency, now range from 
five toséven months. In recent weeks the Treasury has taken full 
advantage of this new flexibility, not merely to ensure that TDR 
maturities will occur early in the New Year in weeks in which 
in the past there have been some embarrassinz gaps, but also 
in order to split up the bigger blocks of maturities. Thus, in each 
of the past three weeks, when TDR maturities have ranged from 
£185 million to £90 million, the replacement issue has been broken 
down into each of the three permiss‘ble maturities. 

In view of the better dispesition of maturities thus achieved, 
there had been seme doutt whether the authorities wou'd- this 
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year make the usual seasonal increase in the tender issue of bills 
Their decision to do so was the more welcome in money market 
circles, for, despite the huge volume of bills now passing thr 

the discount market, the ratio of money market assets to deposits 
shown by the monthly banking statements is actually running a 
little below its 1947 level. At around 20 per cent, however, it js 
probably an adequate level, and is slightly above the ratio on 
which the banks were working in the years immediately before 
the war—in the phase of so~<alled “famine” of Treasury bills, 
The authorities, at all events, seem reluctant to see the tender 
issue of bills rise much beyond the “basic” figure of £2,219 
million which has ruled for the greater part of this year. At 
yesterday’s tender the maximum amount of bills on offer was 
reduced to £180 million, suggesting that in the ensuing week the 
offer will revert to the basic figure of £170 million. If that happens, 
the seasonal increase this year will have been, as in 1947, only 
£40 million, and will have raised the rotal outstanding temporarily 
to £2,250 million—also the same figure as was reached twelve 
months ago. Over the same period, however, the outstanding total 
of TDRs has risen by £200 million to £1,452 million—fully 
£250 million above the postwar low point reached early this year, 
The direct cause of this expansion is to be found in the redemp- 
tion, last spring, of the 3 per cent Conversion Loan and in the 
Argentine Rail re-purchase operation ; but the fact that none of 
these additional TDRs have been translated into bills strongly 
suggests that the authorities regard the present bill issue as a 
virtual maximum unless and until bank deposits expand further. 


* * * 


Coal Output and the Yield of Extra Time 


The improved Saturday output achieved in the mines last 
week is welcome, but there is nothing in the figures to suggest 
that the problem of reaching the 1948 target is likely to be solved 
by Saturday work or overtime. An example is the West Midlands 
division, where a joint appeal from the divisional board and 
from the National Union of Mineworkers obtained, relatively 
speaking, a good response. Nearly 50 per cent of the face-workers 
are reported to have attended for work in 58 pits in the West 
Midlands ; this was the best Saturday attendance of the year, 
and produced 7o per cent more coal than the previous Saturday. 
But what are the quantities involved? Last Saturday’s produc- 
tion in the division was 23,380 tons—an increase of 9,500 tons 
over the previous Saturday. But Sir Ben Smith, the chairman of 
the West Midlands Board, has asked the division for an increase 
of 55,000 tons a week. Clearly, the required increase can come 
only from improved performance On ordinary days. 

The national figures give the same impression, A Saturday 
shift was worked last week in 308 collieries and yielded 119,400 
tons of coal; on the previous Saturday (October 2nd) it had 
yielded 107,000 tons in 253 collieries. (Some collieries work 
the extra shift on alternate Saturdays only, some not at all, and 
some irregularly.) Output on October gth was the highest for 
any Saturday since June 26th, when 121,300 tons were produced. 
During September the Saturday output had been about 100,000 
tons, and during the holiday period it had been much lower. But 
last April Saturday output was in the neighbourhood of 160,000 
tons. 

Some pits work, or attempt to work, an extra half-hour a day 
during the week instead of the Saturday shift. But the extra 
half-hour, which was worked to a certain extent at 153 pits last 
week, yielded only 14,800 tons. This, added to the Saturday 
output figure, brings the product of all extra time worked last 
week to 134,200 tons—less than a fifth of one ordinary day’s 
output, The detailed figures which would show how much these 
134,200 tons cost are not readily available, but the cost of such 
a marginal increase in output must certainly be heavy. The annual 
report of the National Coal Board mentioned that extended 
working hours added 3d. a ton to the average cost of coal in 
November and December last year. . 

The weekly statement of the Ministry of Fuel and Power 
shows that last week’s output of deep-mined coal was 3,917.40 
tons—an improvement of 38,100 tons over the previous 
Total deep-mined production in the first 40 weeks of the yeat 
was 149,292,700 tons. This leaves 50,707,300 tons to be produced 
in the remaining 12 weeks to reach the target—a weekly require- 
ment of 4,225,000 tons. 


* * * 


Dollars for Burma 


Despite the political and economic turmoil, a further agret 
ment has been made between the British and Burmese 
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.. For the half-year ending December 31, 1948, Burma 
will be able to draw on the central reserve of the sterling 
area up to an equivalent of £2,000,000 to meet its essential needs 
for hard currencies. This will be in addition to Burma’s own 
hard currency earnings. This must be regarded as highly favour- 
able treatment of a country which has severed itself from the 
Commonwealth, has expropriated British property without giving: 
adequate assurances on compensation, and in which the political 
situation is steadily deteriorating. It is, however, a mark of 
the integrity with which the banker to the sterling area continues 
to play his role, and it may yet be the means of giving the 
recognised government of the Union of Burma the wherewithal 
to safeguard its authority over that distracted country. 


x x © 


Australian Loan Success 


The latest conversion issue of £15,000,000 Australia 3 per 
cent 1965-67 stock has had the success generally predicted for it. 
Since conversion applications amounted to £14,312,882, only 
£786,118 of the new stock remained to be allotted to cash 
subscribers. The amount applied for in cash has not been stated 
but appears to have been considerable despite the lapse in the 
firmness of gilt-edged issues on the day before the cash list 
was opened and closed. In consequence cash applications have 
been drastically scaled down. Full allotment was made for 
amounts of {100 of stock ; £100 of stock was allotted on applica- 
tions from £200 to £2,000; £200 for amounts between {£2,100 
and £4,000, and 4 per cent on larger amounts, with a maximum 
of £2,200 for any one applicant. 

In the meantime, interest in Commonwealth internal loans, 
which were discussed in The Economist of October 2nd, con- 
tinues to grow and prices have advanced up to 1} points for most 
of the issues. There has also been a broader inquiry for Australian 
registered industrial issues from institutional and private investors 
in both London and the provinces. While this has been largely 
stimulated by speculation about the possibility of a revaluation of 
the Australian pound, there has been a wider appreciation of 
the full effect of the Double Taxation Agreement concluded 
between Australia and the United Kingdom in October, 1946. 
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There is, however, a difference in the application of this agree- 
ment to non-resident individuals and companies domiciled in the 
United Ki dom, Whereas individuals are allowed. exemption 
from Australian taxation on amounts earned in Australia up to 
£104 a year, companies, are liable to taxation on income exceeding 
£I. Whereas individuals are not required to lodge an income tax 
return for income less than £104, companies are required to do 
so and must appoint a “ public officer” in Australia by notice 
in writing to the Australian Commissioner of Taxation. -Intro- 
ductions to firms of chartered accountants willing to act can 
easily be effected through any London broker. 

In respect of ordinary dividends of companies registered «in 
Australia the Double Taxation agreement works distinctly to 
the advantage of United Kingdom recipients—either individuals 
or companies. For, in the case of ordinary dividends the Inland 
Revenue in this country allows an offset against United 
Kingdom tax of the full amount of company taxation in 
Australia, and personal tax (which is levied separately 
from company taxation) at half rates. This advantage does not 
apply in the case of a dual resident or a person carrying on busi- 
ness in Australia. Company taxation is, of course, not recover- 
able by Australian residents. Nor, in the case of preference 
dividends or the participating portion of dividends on participat- 
ing ordinary shares,.is there any offset against company taxation. 
But, as with ordinary dividends, in these cases relief is afforded 
from personal tax at half rates (unless received by individuals 
enutled to exemption up to £104 of income remitted). In the 
case of Commonwealth internal loans there is a full offset of 
personal taxation against the liability for United Kingdom tax, 
but the Australian liability is reduced to some extent since internal 
loans issued after 1940 carry a rebate of 2s. in the £ (applicable 
to all Commonwealth internal loans so far dealt in here), while 
consolidated loans (all loans issued before 1940) bear interest 
at the rate applicable in 1930 and are taxed at the rate applicable 
in that year. It should be noted, however, that new private com- 
panies (including companies registered for “ nominee ” purposes) 
are subject to a primary tax of 6s. in the £ and to undistributed 
profits tax but not super tax. New legislation is being prepared 
in Australia to revise the status of private companies but it 
seems unlikely that it will result in changes which will greatly 
affect the position of United Kingdom investors. 
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If you have hesitated to open a banking account 
because you consider your affairs to be too small 
—remember this: The Westminster Bank believes 
firmly that the real importance of any banking 
transaction is its importance to the customer. The 
Bank’s dealings with all who use its services are 
in consequence characterised by a friendly con- 
sideration and a genuine desire to see things from 
the customer’s point of view ... which may, 
perhaps, be the reason why we are so often told 
that the Westminster is a friendly bank. The 
Manager at any branch will be glad to tell you 
more about the Bank and its services. 


SACRA VTAONNLTOT 
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FIRST CLASS MODERN GENERAL CARGO LINERS 
REGULAR SERVICES 


UNITED KINGDOM AND CONTINENT 
TO AND FROM 


BRAZIL, URUGUAY AND ARGENTINE 


For full particulars apply to:— 
LONDON ....... The South American Saint Line Ltd. 
81/82 Leadenhall St., E.C.3. 
HULL.......... . William Brown Atkinson & Co. Ltd., 
Roland House, Princes Dockside 


Agents also at GLASGOW, LIVERPOOL, BIRMINGHAM ; 
ANTWERP, HAMBURG, ZURICH ; RIO DE JANEIRO; 
MONTEVIDEO; BUENOS AIRES. 


THE SOUTH AMERICAN SAINT LINE LTD. 


HEAD OFFICES: SAINT LINE HOUSE, 60, MOUNT STUART mee. 
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Russia’s Offer for Ceylon Rubber 


Reports that Russia had offered to buy Ceylon’s existing 
stocks of natural rubber and the entire output for 1949 at a price 
approximately 2}d. a Ib, above the current market level appear to 
be somewhat exaggerated. It seems that Russia asked for a sub- 
stantial quantity of rubber for immediate delivery which Ceylon 
could not meet from its available supplies ; subsequently Russia 
suggested a guarantee of supplies during the next year. This 
change in Russian buying policy is apparently not due to any 
political motive, but rather to the fact that some of the rubber it 
has purchased in the Singapore market did not conform with 
specifications. Having found that open market purchases had 
not given satisfaction, Russia appears to have decided to give 
bulk purchase a trial. 

Previous estimates have suggested that Russia’s annual require- 
ments of natural rubber were of the order of 100,000 tons. Were 
Russia to purchase the entire output of Ceylon for 1949—say 
90,000 tons—and current» stocks—approximately 10,000 tons— 
the total would reach these estimates. But even so the purchases 
would provide no net addition for consumption; they would 
reflect merely a switch of purchases from Malaya to Ceylon, 
with presumably a counter-balancing switch by Ceylon’s present 
customers. 

It is difficult to see what advantage such an offer would have 
for Ceylon. It would mean closing the present market and sub- 
stituting governmental control. It would insulate Ceylon from 
the international rubber market for at least a year, with’a conse- 
quent loss of goodwill. Other reports that Russia was negotiating 
to buy 18,000 tons of rubber from the Dutch have been denied 
in The Hague. 

World production of natural rubber up to last August amounted 
to 977,500 tons, which represents an annual rate of 1,470,000 tons 
compared with the Study Group’s estimate for 1948 (made last 
April) of 1,390,000 tons. Consumption over the same period has 
totalled 885,000 tons, or 1,330,000 tons for a full year. There is 
still no definite evidence that the political troubles in Malaya 
have actually reduced rubber production, whereas output in 
Indonesia, which is increasing, was estimated in July to have 
reached 40,000 tons a month—of which over 30,000 tons came 
from smallholders. The United States still holds the key to 
the rubber situation. During the first eight months of this year 
production of synthetic rubber at 357,500 tons has been 32,500 
tons in excess of consumption, but this is still higher than 
the minimum required by government legislation. Recently the 
US Reconstruction Finance Corporation approved plans to 
expand the production capacity of the new “cold rubber” to 
10,000 tons. If this new synthetic rubber fulfils its promise and 
proves suitable for tyre treads, the natural rubber industry may 
have to revise its long-term calculations. “Cold rubber” has 
first to prove by experience that it can compete with the 
natural product. It will not be sufficient to claim that it is better 
than general purpose synthetic. 


* * * 


Anglo-French Oil Co-operation 


Examples of economic integration are still rare enough among 
the Marshall Plan countries for the arrangement, reported from 
Paris, for a measure of Anglo-French co-operation in oil supply 
and refining to merit particular interest. The French, because 
of their acute shortage of foreign exchange, are obliged to restrict 
their own use of petroleum products severely. Their refining 
capacity, however, is at present greater than the British. France 
embarked. on an official policy of home refining in the early 
nineteen-thirties. Its refineries suffered a great deal of war 
damage, but the progress made in restoring them has been 
impressive, and further expansion is going on under the Monnet 
Plan. French refining capacity is already 10 million tons a year, 
and about 2,500,000 tons more than the French economy in its 
present situation can use. The French Government is anxious, 
therefore, to use the refineries to earn foreign exchange. 


The arrangement now made is that the Anglo-Iranian and Shell 
groups will deliver 4,000,000 tons of crude oil to France in the 
year ending October, 1949, and that 2,500,000 tons of this will 
be at the disposal of the French economy. The intention is that 
the remaining 1,500,000 tons will be refined in France for British 
account, and the products re-exported. It is believed, however, 
that the arrangements between the British and French com- 
panies at present cover only the period to the end of this year. 

From the French point of view (since it will probably enable 
France to increase its consumption of petroleum, and this will 
assist its other industries) the arrangement is no doubt justified. 
But it may be doubted whether its economics would bear close 
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scrutiny. A large part of the unemployed refining capacity jg 
in the Marseilles area, and it seems likely that the products for 
re-export will be made available at French Mediterranean ports, 
But Mediterranean markets for refined petroleum are not easy to 
see ; French North Africa, at present supplied from the Caribbean 
and the Persian Gulf, is the most probable. There seems to be 
some danger of extended double carriages, and higher costs, But 
there may be some advantage to the British side in the arr 
ment, for the supply of refined products to British markets j; 
hampered, in present circumstances, by the closing of the Haifa 
refinery and the Southern Iraq pipe line. 


* * * 


Retail Sales Fall 


Retail sales in August declined by § per cent, but at 156 the 
Board of Trade index was still well above the level (136) of twelve 
months earlier. All categories declined, with the largest drop 
occurring in clothing. This is to some extent a seasonal move. 
ment, but coupon concessions became effective at the beginning 
of the month and foorwear was taken completely off the ration, 
Sales of men’s and boys’ wear (to which, indeed the coupon 
concessions were most applicable) fell by over 20 per cent, 
women’s wear by 12 per cent and footwear by 4 per cent. The 
general experience of retail shops appears to be that the down. 
pointing of certain apparel goods stimulated sales for not much 
more than one week ; buying then fell off again sharply. Region- 
ally, the reduction in weekly sales seems to have affected Central 
London and the West End least, with a decline of 7} per cent, 
and suburban London most, with a fall of 22 per cent. The spread 
throughout the rest of the country ranged from 13 per cent in 
the North-East to 19 per cent in Scotland. Yet despite these 
lower sales figures, apparel stocks at the end of August showed a 
slight fafl owing to a drop in stocks of women’s wear, but were 
still considerably larger than a year ago. 

Sales of household goods showed only a slight reduction on 
the month, but stocks of both furnishings and hardware increased, 
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Food sales were 3 per cent smaller, but still some 10 per cent 
above the level of August, 1947. Grocery and bakery sales 
showed the largest increase (13 per cent) on last year ; for this, 
the abolition of the bread ration may have been responsible. 
Café and fresh milk sales were ro per cent higher than in August, 
1947, but sales of fresh meat, fruit and vegetables declined. Food 
stocks at the end of the month were 12 per cent higher than 2 
year earlier. 

These trends give rise to certain speculation, but the available 
data are not complete enough to permit serious conclusions. In 
any case, since August is a holiday month, movements in sales 
are difficult to analyse. But it is still apparent that the high prices 
for textiles are reducing the volume of purchases in spite of the 
relaxation of clothes rationing. But food prices are still sub- 
sidised, and the effect of de-rationing foodstuffs has been an 
increase in consumption. 


x * * ; 


Threatened Jute Shortage 


To judge merely by the figures, Dundee ought to be assured 
of its Faw jute supplies until the end of the year, provided that 
the expected shipments arrive from Pakistan. But recent 
arrivals of raw jute in Britain have been insufficient to allay 
Dundee’s fears of a shortage, and jute consumption is theft 
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Haifa 
Co-operative Award System 
Raises Output and Quality 


Berrer WORK, BETTER PAY. This ; man would expect, quality has 


56 the js the gist of the Henley Tyre | risen very considerably. So has 
twelve Co-operative Award Scheme re | output, though output is a 
drop has recen tly raised standards of | secondary consideration, 
move. quality higher than ever before. The workers like the scheme. 
Inning This 3 si ncentive 1p act 1, With no pressure to work fast, 
ration, All tyre manufacturers use the | they can do good work that is 
oupon best materials available, reliable | rewarded by bigger pay packets. 
cent, formulas, proved and trusted Henley’s like the scheme. It 
The methods, but these alone do not | raises the already high standard 
‘a . a — product Of a | of their tyres. 
t stan re M * ; rll 13 
ee VLOTOFISts W xe ne 
much To RAISE QUALITY ar otorists will like the scheme, 
egion- The very latest machines tak ee eee 
“enki “s a reay makin eehe ss B rus perfectly constructed and harder 
=~ Stee Necides eae ae rng mx wearing tyres. Extra incentive 
spread ae tase OF hor 1 is the Wo k means fine workmanship. Fine 
P C < or workmanship makes Henley 
Sent in that goes into Over $0 processes | better than the good tyres they 
> these that can only be done by hand. have always been 
owed a The new Henley Co-operative eet Le 
t wene Scheme does not rush output. It INCENTIVE IN ACTION 
pays the workers on quality. For a fuller account of this 
Impartial experts assess the | successful quality incentive write 
standard of each man’s or | for the descriptive booklet “ In- 
woman’s work. centive in Action,’ Dept, 
As any commonsense business | Advt/L at the address below. 


HENLEY'S TYRE AND RUBBER CO. i.TD., 
MILTON COURT, WESTCOTT, DORKING, SURREY, 
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of the Carbon Tetrachloride has many uses. It will put out 
Il sub- fires, it will clean clothes. It is a solvent for rubber, 
een an Oils, fats and greases; it will cure liverfluke in sheep; 
it is also a useful chemical reagent. This versatile 

chemical is made by Albright & Wilson Ltd. 
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im Cavendish fo showed the world 


water— the most 


Amportant of all chemical mle could be made 


synthetically. Cavendish discovered that it was com- 
posed of the two gases now called oxygen and hydrogen, 
and in 1784 prepared water by exploding a mixture 
of them in a glass vessel. The apparatus which he used 
is still preserved at the University of Manchester. 
Cavendish was also the first to weigh the Earth and the 
result he obtained was astonishingly accurate. Cavendish 
also discovered the composition of nitric acid, and was 
the first chemist to recognise hydrogen as a definite 
chemical element. He prepared it by treating zinc with 
sulphuric acid. He was also the first practical 
experimenter to find a means of drying a gas, which he 
accomplished by passing it through pearl ash. 

All these discoveries have 
proved of immense importance. Though both his parents 
were English, Henry Cavendish was actually born at Nice 
in 1731. He was educated at the University of Cambridge, 
and from 1760 until his death in 1810 his whole time was 
devoted to science, and in particular to physics and 
chemistry. Though he was extremely shy, shunned publicity 
and never attempted to exploit any 
of his discoveries, the work of this 
English chemist has been of great 
and lasting benefit to science and 


industry throughout the world. 
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fore to be curtailed from an early date. Stocks of raw jute 
in the United Kingdom were officially: reported to total 39,800 
tons at the end of August—or nearly 20 weeks’ supply—compared 
with §2,400 tons twelve months earlier. 

The figure is low—thcughat the end of 1947 stecks were as 
low as 33,600 tons. Stocks of imported jute gecds, on the 
other hand, have incre ased from 44,800 tons at the end of August, 
1947, to 67,300 tons at the end of August, 1948. But it is not 
the visible supply of raw a which gives rise to anxiety (though 
the stocks may not be composed of the required types); the 
problem is to ensure a steady flow of imports. Some 45,000 tons 
of raw jute was allocated for shipment from Calcutta between 

ctober and December. The Indian Government, however, has 
now stopped all jute exports during October owing to the low 
level of stocks at the Calcutta mills. And it is possible that this 
ban may continue until the end of the year, In that case, Duncce 
will be entirely dependent on supplies from Chittagong, which are 
generally of inferior quality. 

The export quota of raw jute from Pakistan to the United 
Kingdom was fixed at 37,000 tons for the first half of the season. 
This amount would in any case be inadequate to cover British 
requirements, which for six months would amount to at least 
52,000 tons at the current rate of consumption, Moreover, owing 
te transport difficulties arising from the recent flooding, it is likely 
that even this export quota may not be met in full. 

Dundee is of course trying to use its stocks sparingly, but it is 
substantially dependent on the shipments of raw jute which arrive 
from the Indian continent. Production of jute manufactures in 
Dundee had been improving, although it had not yet reached its 
prewar level, and the labour force was steadily increasing. Unless 
the curtailment in consumption is merely temporary, the industry 
might have to dispense with labour ; in that case, it would take 
a very long time to get it back. The threatened reduction in the 
output of jute cloth is also likely to have serious repercussions 
for carpet manufacturers. Although unlimited quantities of 
woollen, worsted and mixture yarn are now to be permitted in the 
manufacture of carpets, output cannot be increased unless larger 
supplies of jute cloth are available. There are no satisfactory 
substitutes, but clearly if jute manufactures become really short, 
sacking and other more essential uses will have to take priority 
over carpets. Part of this deficit in output might be filled by 
larger imports of jute cloth, but Britain’s account with India 
would hardly allow any significant expansion of such imports. 


* * x 


Dearer Base Metals 


The recent rise in British base metal prices should have 
caused little surprise to the London market. At the beginning 
f August, New York prices for copper, lead and zinc were 
raised to, or above, the corresponding British prices. It was 
generally known that the Rhodesian selling price for copper 
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was higher than the American ; hence, as soon as new contracts 
were made, sterling copper was bound to become dearer. In 
the case of lead and zinc, the New York market has usually set 
the pace in prices. Even the timing of the higher prices could 
have been foreseen, although admittedly there was no certainty 
that the Ministry of Supply would necessarily follow the dictates 
of the market. 

From October 1st the British copper price has been raised by 
£8 to £140 a ton, lead “by £22 to £112 a ton, and zinc by £17 
to £92 a ton. These prices compare with current New York 
quotations of £131 a ton for copper, £108 10s. a ton for lead and 
£83 10s. a ton for zinc. Thus the Ministry of Supply’s selling 
price for copper and zinc is above the American levels (as it has 
usually been in the past) though the gap between the two sets 
of prices is narrower, Lead is the exception. Hitherto, the 
Ministry bought its supplies cheaply from Australia, and Brit'sh 
manufacturers benefited accordingly. Some months ago, it was 
announced that a substantial tonnage of Australian lead would 
be sold to the United States, and while it was known that the 
quantity to be exported to Britain was unlikely to fall, it was 
nevertheless expected that the price for supplies to Britain would 
be brought more into line with the world level. The new British 
lead price, like other base metal prices, has been higher than the 
corresponding New York quotation, but the purchase price still 
appears to be a little below the world level. 

World output of all the base metals continues to expand, 
notwithstanding the strikes in the United States and Mexico 
which have caused a temporary stringency in lead supplies in 
the western Hemisphere in recent months. But world produc- 
tion is still inadequate to cover consumers’ requirements, par- 
ticularly as the new defence programme comes into operation in 
America. So long as American consumption remains at its 
current high level, there is little chance of a break in metal prices, 

It might be unwise to read too much into the Ministry of 
Supply’s policy of adjusting domestic non-ferrous metal prices, 
yet it would seem to confirm the belief that the Ministry buys 
its supplies from sterling sources on short-term contracts of 
three to six months, and, moreover, that it is now attempting to 
keep British metal prices in line with trends on the world market 
from quarter to quarter. If this inference is correct, metal con- 
sumers, by watching international price movements will in future 
have a shrewd idea of what changes may be made in British 
prices, 

. . + 


The Movement of Wages 


As was generally expected, shipbuilding and repair workers 
are to receive the same wage increase as the engineers, and in 
their case also this takes the form of an addition of 5s. a week 
to the national bonus. Some 200,000 workers, it is estimated, 
will benefit. The unions’ claim, which was for an increase of 
15s., was originally to have been heard by a special Court of 
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from disclosure of certain reserves. 
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Inquiry, but after the engineers’ acceptance of the Forster 
award, it was sensibly decided to reopen direct negotiations 
instead. Last week’s agreement is the result. Despite the shop 
stewards’ agitation and threats of strike against the award (which 
are roundly condemned in the current Journal of the Amal- 
gamated Engineering Union) there has in fact been very little 
disturbance in the workshops. 

Several other wage claims are now pending. Negotiations are 
being opened on the wages of women engineers (who have a 
clear case for improvement) ; the railwaymen are next week to 
hear the Railway Executive’s reply to their demand for an 
increase Of 12s. 6d., and the Agricultural Wages Board will meet 
early in November to decide on the farm workers’ claim for a 
substantial increase. Thus, by the time the special conference 
of trade union executives meets on November 18th, considerable 
additions may well have been made to the national wages bill, 
driving further nails into. the coffin of the White Paper on 
Personal _ Incomes, ’ 


” * & 


Denmark’s Debt to Britain 


The British and Danish governments have agreed to an 
arrangement for funding the £22 million debt owing by Denmark 
to Britain. This arrangement took effect from October 1st. the 
date to which the European Payments Scheme is being ante- 
dated. The funding agreement must be regarded as incidental to 
the European Payments Plan, the intention being to remove this 
accumulated debt from: the intra-European clearing which is 
about to begin. A sum equivalent to the £22 million is to be 
placed in a special account in the Danish National Bank and 
wil] bear interest at $ per cent per annum. The debt is to be 
gradually repaid out of the proceeds of current trading trans- 
actions and the intention is to arrange the bilateral trade between 
Denmark and the sterling area in such a manner as to wipe out 
the amount outstanding within a period of four years. A number 
of similar funding or “ consolidation ” agreemenis are likely to be 
announced in connection with the coming into force of the 
European Payments Scheme. 


Shorter Notes 


In pursuance of Rule 113 of the Stock Exchange the Council 
have fixed October 8, 1948, as the official date of the drawings 
of Maremmana Railway 5 per cent 1862 bonds, which were drawn 
in Rome between 1940 and 1946. The numbers of bonds drawn 
in this period have now been made known in this country. 
Dealings in these numbers were resumed this week up to Thurs- 
day, the final date for dealings. 


* 


An agreement, recently ratified by the National Joint Council 
for the Building Industry, which came into force fast week, pro- 
vides for the extension of the guaranteed week for building opera- 
tives. Hitherto the guarantee has only operated where time has 
been lost through bad weather, and the operatives have for some 
time been pressing for its extension. They have obtained only a part 
of the full guaranteed week of 44 hours which they sought. Under 
the new agreement, an operative will receive a minimum payment 
of 32 hours a week, if he is prevented from working by the 
weather or by plant breakdowns, material hold-ups or other causes 
outside his control. On his side, he will be expected to present 
himself for and remain available for work, and “be willing to 
perform work in another building operation of which he is 
capable.” 


* 


A shorter note on September 25th may have given a mis- 
leading impression about the exemption of shipping companies 
‘| of s. Exemption is not an auto- 

Matic right; it is gramted by the Board of Trade only after 
application is made and the conditions of the Order are satisfied. 


* 


The clearing banks’ Treasury Deposit receipts increased from 
£1,322.5 million in August to £1,344.5 million in September, 
that is by £22 million and not by £12 million, as stated in The 
Economist last week. Cheques in course of collection and items 
in transit did not fall by £1,635,000, as was stated, but rose by 
£8,305,000. 


| 


' 
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A market that 
grows with you — 
the under , 





The under-35’s are your vital customers today. War service 


and post-war shortages robbed them of valuable years of 
opportunity to develop buying habits. Now they are looking 
round and listening, considering and comparing. They want 
to be told what’s good. They are forming brand preferences 
that are likely to stay with them for the rest of their lives—and 
they have the longest buying lives ahead 

More than a third of our adult population is aged under 35. Of 
this vast army of potential customers, the Daily Mirror Giiones 
among its readers over a million more than any other daily 
paper. Tell them what you have to sell. Tell them through the 


advertisement columns of the Daily Mirror 
Dal ly 


THE NATIONAL DAILY 
WITH THE SECOND LARGEST SALE 


1,130,000 more adult readers under 35 than any other 
national daily paper (vide independent Hulton Survey) 





Cost of advertisement space (per column inch per 
thousand readers) lower than any other national daily 
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COMPANY MEETINGS 


THE MERCANTILE AND GENERAL 
REINSURANCE COMPANY, LIMITED 


INCREASED ACTIVITY IN EVERY BRANCH 


Mr RICHARD GUINNESS’S SPEECH 


The annual general meeting of the 
Mercantile and General Reinsurance Com- 
pany, Limited, vas held, on the 14th instant, 
in London, Mr Richard S. Guinness (chair- 
man of the company) presiding. 


The Chairman, in moving the adoption of 
the report and accounts, said: 

The accounts submitted for your approval 
show increased activity in every branch; I 
wish I could add that this activity carries 
with it commensurate earnings, but 1947 
will be remembered as a most difficuit year, 
not only for worldzwide British insurance, 
but also in every insurance market. 


FIRE AND MISCELLANEOUS ACCOUNTS 


The premium income on fire and miscel- 
laneous accounts totals £2,136,215. As this 
premium income increases, it is the constant 
endeavour of our management to see thereto 
that these premiums are garnered from many 
countries so that the laws of average may 
prevail, Unfortunately, in 1947, these laws 
have not prevailed, with the result that our 
fire and miscellaneous account, after provision 
for all outgoings and for £180,911 increased 
reserve for unexpired risks, calls for a 
transfer of £97,719 from profit and loss 
account. 


ADVERSE FACTORS 


There are many contingencies that have 
brought about these adverse results. The 
havoc of war has left behind serious de- 
terioration in fixed property and industrial 
equipment; buildings and contents have be- 
come less stable and must remain in bad 
repair for lack of labour and materials; fire 
protection has in consequence become more 
difficult and, above all, the normal hazard has 
greatly deteriorated in every sense. In a 
period of inflation the costs of replacement 
become more and more disproportionate to 
the volume of preinium income. The result 
has been that fire losses have been excessive, 
motor claims far a'‘bove the average both in 
number and amount; burglary, particularly 
in Great Britain, also theft, more prevalent, 
Premiums deemed equitable hitherto have 
proved woefully deficient and in consequence 
heavy losses have fallen upon both insurers 
and reinsurers. This unhappy situation will 
call for skilful adjustment on revised bases 
equitable both to the insurer and to the 
insured. 


MARINE BRANCH 


I am glad to state that the marine branch 
has enjoyed more favourable results with a 
net premium income of £73,995 for 1947 
account, to which is added £59,486 in respect 
of previous years, giving a total premium 
income of £133,481. After meeting ali 
claims and charges, a balance of £174,854 
remains in the fund after transfer of £37,284 
to profit and loss account in respect of the 
years 1943 and 1944 now closed. 


LIFE ACCOUNT 


The life account has again shown great 
vitality; this important branch has beep 
cautiously built up over a period of years, 
and it is gratifying to note that the life 
assurance fund at £ 1,093,854 has passed the 


million milestone. Mr Foster, F.1.A., our 
actuary, and his assistants combine prudent 
selection with expert service, with the result 
that our reassurance facilities for the life 
account meet with ever-increasing demands; 
a valuable contribution to the general effort 
to stimulate British insurance and reinsurance 
in all quarters of the globe. 


The United States, South America, 
Australia, New Zealand and India have been 
visited by our general manager or by his 
assistants, old friendships have been cemented 
and new relations established which we will 
strive to maintain by efficient co-operation. 
I am sure that the shareholders will join in 
expressing appreciation to the management 
and staff; it has been a year of strenuous 
effort under difficult conditions. 


THE DIVIDEND 


The dividend proposed is the same as in 
recent years, viz., 5 per cent., free of tax. 


Mr H. P. Hewitt, who has so ably filled 
the post of secretary since 1919, has retired. 
Mr Richmond, hitherto assistant secretary, 
has been appointed in his place. 


Sir Richard Nosworthy has nominated Mr 
Hewitt as his alternate on the board, a suit- 
able recognition of his valuable services which 
will thus continue available to us. 


Mr Owen Hugh Smith has resigned his 
seat on the board after thirty-two years’ 
service. I am sure the shareholders will join 
his colleagues in an expression of thanks for 
his long service and regret at his resignation. 
Mr Hugh Kenneth Goschen has been co- 
opted to fill the vacancy. 


I beg to move the adoption of the report 
and accounts now before you and the declara- 
tion of a dividend of 5 per cent. per annum, 
free of income tax, for the year 1947, upon 
the paid-up capital. 

The resolution was carried unanimously. 


The retiring directors were re-elected, the 
auditors re-appointed and the proceedings 
terminated with a vote of thanks to the 
chairman. 


GENERAL CEYLON RUBBER 
AND TEA ESTATES, LIMITED 


HIGHEST PROFITS SINCE 1942 


The S5lst annual ordinary general meeting 
of this company was held, on the 12th instant, 
in London, Mr J. Gilroy Annan (the chair- 
man) presiding. 


The following is an extract from his cir- 
culated statement: 


It. is with pleasure that your board report 
am increase in profits for the year 1947, 
which, at £59,534, before making provision 
for taxation, are the highest since 1942, The 
tea crop of 2,533,999 Ib. is the largest since 
1920 with the one exception of 1942, when 
some 33,000 Ib. more were harvested. The 
rubber crop on the other hand shows a de- 
crease and is the lowest for seven years past, 
but this is only to be expected since the areas 
slaughter tapped under the Government 
Capital. Compensation scheme were in the 
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main out of production, while the remaining 
rubber areas intensively tapped during the 
war years received a much needed relief by 
a less intensive method of tapping. 


Your directors recommend the appropria- 
tion to general reserve of £5,000 and the 
writing off of £3,000 from expenditure under 
the capital compensation scheme. When 
subjected to tax at the standard rate, the 
proposed gross dividend of 6} per cent, 
closely approximates the average: net distri- 
bution over the 6 years to 1944 after adjust- 
ment of Dominion income tax relief. A 
dividend of 6} per cent. on the nominal capi- 
tal represents only 4.2 per cent. on the true 
capital employed. 

Up to the end of July in the current 
season there have been harvested 1,559,112 
Ib. of tea and 623,221 lb. of rubber which 
compare respectively with 1,606,301 Ib. of 
tea and 652,560 lb. of rubber for the corres. 
ponding period of 1947. 


The report was adopted, 





METAL TRADERS LIMITED 
DIVIDEND MAINTAINED 


The twenty-eighth ordinary general meet- 
ing of Meta! Traders, Limited, will be held 
at the registered offices of the company, 7, 
Gracechurch Street, London, E.C., on the 
26th instant. 


The following is the statement by the 
chairman, Mr Frank L, Baer, circulated with 
the report and accounts: 


Our accounts are presented in the form re- 
quired under the provisions of the new Com- 
panies Act which has recently come into 
force, and comparative figures for the pre- 
ceding year are shown in the balance-sheet 
of Metal Traders, Limited. 


It is a great satisfaction to your board that 
the results for the year under review have 
allowed us to recommend the same dividend 
as for 1946-47. In this connection, although 
the dividend is 250 per cent. on the issued 
capital, taking into account the reserves and 
carry-forward, the dividend is in fact less 
than 20 per cent. 


Metal Traders Inc. — The directors of 
Metal Traders Inc. decided to capitalise their 
surplus assets by issuing one share for each 
existing share. with the result that we — 
Metal Traders, Limited—now hold 10,000 
shares of 50 dollars each. No addition has 
been made in our balance-sheet in respect 
of this issue of shares, the investment con- 
tinuing to be carried at cost. Such cost 
figure is very substantially less than the 
directors’ valuation of the shares at the 
present time. 


Our New York friends continue to do a 
profitable business in many parts of the 
world, some portion of which in the past was 
taken care of from here, and in consequence 
such profits now accrue to New York instead 

London. 


L.P.C. Lead Pigments and Chemicals, 
Limited.—As foreshadowed a year ago, the 
issued capital has been increased. The com- 
pany continues to trade with excellent fe- 
sults. 


Brookside Metal Company, Limited.— 
There is no change in the capital structure 
this company, whose activities in the scrap 
metal business fit into and, indeed, comple- 
ment our trade in virgin metals. 


The Metal Exchange remains closed. There 
is nothing which I can usefully add to the 
announcements which have appeared in the 
press from time to time regarding the nego- 
uations with the Government. 


Mr. Walter O. Stern, who has been an 
active member of the management for over 
20 years, has been elected to a seat on @ 
board. A resolution will be submitted at 
forthcoming general meeting to confirm this 
appointment. S 
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GOVERNMENT RETURNS 


For the 9 days ended October 9, 1948, 
total ordinary revenue was /64,898,000, 
against ordinary expenditure of 475,163,000 
and issues to sinking funds £441,000. Thus, 
incding sinking fund. allocations of 


8,670,000 the surplus accrued since April 
‘ is £242,310,988 against (206,612,548 
for the corresponding period a year ago. 
ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 




















Reeeipts into the 


Exchequer 
(£ thousand) 
Esti ~ 
iL a” 
Revenue mate, Da 
ys | Days 
Ins ended J ended 
Oct. | Oct, 





URDINARY 


} 


































REVENUE ; 

Ipcome Tax... .../1509% 20,214) 10,390 
Gar-thT .. 0.0000) GO 900 800 
Estate, etc., Duties) 160,006 5,150! 3,900 
StampsS.....«++s- 55, 00¢ 1,500; 1,200 
Profits Tax .... Lj or ‘ 6,900 
EP.T. Sf pee 2,250 
Other Inland Rev.} = 1,06 5 
SpecialContributn 50,00 15,75) ab 1,250 
Total Inland Rev. \1915150] 686,794 720,521] 42,669, 26,695 
Customs.....++0. 820,600] 411,244, 428,698) 22.648. 21,401 
Excise ....-.se08 726,550] 293,300 374,300) 7,200 6,300 
Total Custorns &} 

eer j154725 29,848 27,701 
Motor Dut ..-.| 50,000) 11,109 9,96 766 514 
Serplus War Stores! 102,000) 105,112) 68,525 1,715 3,917 
Surplus Keceipts i 

from Trading...} 57, 30,175 ETS}. ove 


P.O. (Net Ke ceipts) | ese 
Wireless Licences.} 11, 
Crown Lancds..... i, 
Receipts from 

Sundry |Loans..} 14,0 
Miseell, Receipts..| 68,0 


3,970 4,17 
450. 40 
16,705: Oh ss 
5,898 6,070 








Total Ord. Rev... 3765300)1728711 1691343 81,127 64,898 











Sere-Barancine | | 
Post Office. ...... | 150,20 5.909) 2,100 
Income x on} 

E.P.T. Kefunds} 16, 622) 160 
Pads, b acntrae 3 85,649) 67,158 


Issues out of the Exchequer 
to meet payments 
thousand) 





Expenditure 





IRDINARY 





Exrewxvirure 
Int. & Man. of 

Nat. Debt ..... | 500, 280,644) 267, 25,708; 25,422 
Payments to N. | 

lreland........ . 11,373) 1, 764 938 
Other Cons. Fand; t 

Services .......] . 3,476) 3, 2 2 

4 

METS s . éeeowhs 
Supply Services 


Total Ord. Expd.. 
Sinking Fonds... . | 


} 
Seir-BaLavcina | 
Post Office... .... | 150,2 3,900 2,100 
Income Tax on 


B.P.T. Refunds! 16, 160 





After decreasing Exchequer balances by £316,035 to 
£2,915,481, the other operations for the 9 days decreased 
the gross National Debt by (23,542,802 to £25,688 million. 


NET RECEIPTS (f thousand) 
Coal Industry Nationalisation Act, 1946, sec. 28(2) 
Under Article 4(6) of the Economie Co-operation 
Agreement (Cmd. 7469)... 2.0... +000: k Keghses 


3,866 


NET ISSUES (£ thousand) 
Foe Often and Telegraph (Money) Acts, 1946 and 





as Trade Guarantees Act, 1939, sec. 4(1)... 10 
& (Scotland) Act, 1944, sec. 4(2) & Housing 
inancial Provisions)(Scotland)Act,1946,see.13{2) 345 
Authorities Loans Act, 1945, sec. 3)... 
Resources velopment Act, 1948, sec, 
17(1) Colonial Development ......-- Lio ite 50 
Wer Damage : Mor Daaiaas Comeieton OS «-. 3,000 
mance Acts, 1946 and 1947, Post-war Credits.... 652 
34 


CHANGES IN DEBT ( thousand) 


Net Receipts Net RerayMents 





2% Def. Bonds... 426 | Treasury Bills .... 1,624 

Tax Reserve Certs. 3,374 | Nat. Savings Certs. 2,500 

Ways & Means Ad- 3%, Def. Bonds.... *1,341 
vances »......6 26,200 Other Debt :-— 

Treasury deposits . 2,500 Internal .....+. 50,575 

External ...... 2 

32,500 56,042 


* Including £238,464 paki off on maturity. 
FLOATING DEBT 


(£ million) 







W ays an! 
Means 
Advances 

| Bank 
Publie + .of 
Depts | Eng- 


land 









Treasury 


Tender | Tap 


22100 2571 























343-2 20-3 
| 







2210-0 | 2635+ 


June 19 ] 1-3 6573-8 
ee |) 4817-3 » 6555-7 
July 10} 2210-0} 2625-9 6547°7 
w» 1742210-0} 2632-4 6581-1 
» 24) 2210-0 | 2632-8 6580-1 
» 314 2210-0} 2620-3 6562-0 
Aug. 712210-0} 2598-5 6508-5 
» 14]2210-0| 2355-6 6282-0 
» 21) 2210-0} 2398-0 6335°9 
» 28]2210-0 | 2386-0 6323-8 
Sept. 4] 2210-0} 2392-0 6351°8 
» 11} 2210-0) 2378-7 6348-2 
» 18} 2210-0} 2399-7 6389-4 
. 6 4637-3 6343°3 
- 9)2220-0; 2415°3 6370-0 














TREASURY BILLS 


(£ milion) 


291-3 | 180-0 













july 9 170-0} 10 1-48 48 
» 6 279-7 } 170-0} 10 1-55 48 
~ 23 29-3} 170-0] 10 1-31 43 
ae 291-8 | 170-0] 10 1-34 42 

Aug. 6 288-1 | 170-0} 10 1-50 44 
iia 269-1 | 170-0] 10 1-91 53 
» 2 2721} 170-0] 10 1-87 52 
ie 2681} 170-0] 10 3-05 53 

Sept. 3 295-8} 170-0] 10 2+43 41 
» 20 284-6} 170-0] 10 2-84 
ae 263-8 | 170-0} 10 3-31 
oe 2735} 170-0} 10 3-14 

Oct. 1 277+5 | 189-0} 10 1-72 
ee 9-2} 19-0] 10 1-90 


On October 8th applications 
on Monday, Tuesday, Wednesday, Thursday and Friday 
were accepted as to about 62 per cent of the amount 
applied for at £99 17s. 5d. and applications at higher 
prices were accepted in full, Application for bills to be 


for bills to be paid 


paid on Saturday at £99 17s. 6d. and above were 
accepted in fall. £180 million fmaximem) of Treasury 
Bills are being offered for October 15th. For the week 
ended October 16th the Banks will be asked for Treasury 
deposits to the amount of {90 million (maximum). 


NATIONAL SAVINGS 
(£ thousand) 










Week Ended 


Oct. 4,7} Oct. 2, 
1947 1948 














' 


2,750 | _ 800 
3,400 | 1,800 


Ir 650 ‘Dr 1,000 
646 | 495 
S70 | 596 


Savings Certificates :-— 
Receipes... ck eds sags? 
Repayments ........- 





Net Savings .......+0.- 

Defence Bonds -—~ 
Receipts. .... seeeeeveees 
Repayments ...eer.ssees 

































Net Saving «ose +. s0 oes. Dr 330 \Dr 95 Wr 2,836 
P.O. and Trustee Savings _ 
Banks :— ! 
Receipts....... aoe «+. | 12,699 , 10,938} 315,513 
Repayiients ......6..-++ 9,267 , 10,694 | 320,696 
Net Savings ...00-0-#+-+ 5,432 | 244 [Pr 5,183 
i 
Total Net Savings......... 2,452 'Dr 851 Wr15,719 
Interest on iheates repaid €12 324 31,786 
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Statistical Summary 


BANK OF ENGLAND 
RETURNS 
OCTOBER 13, 1948 
ISSUE DEPARTMENT 














Notes Issued:~ 4 Govt. Debt... 1,445,100 
In Circulation 1236,053,422| Other Govt. 
In Bankg. De- Securities ... 1288,169, 
partment .. 64,194,411] Other Sees... .. 807,06 
Coimu (other : 
than gs ‘ 8,78 
Amt. of Fid. 
Issue ....... 1300,000, 
Geld Coin and 
Ps (at 
172s. 
oz. fine). . ee 247,833 
<ateatir ieee: eeemenntell 
1500, 247,833 4500, 247,853 
BANKING DEPARTMENT 
£ £ 
Capital ...,.. 14,553,000] Govt, Secs... 325,528,941 
Rest..... ie ae 3,179,718} Other Secs. 49,015,871 
Public Deps.2- 25,218,760) Discounts and. 
Public Accts.© 18,896,598) Advances... 26,395,928 
H.M. Treas, Seenrities.... 2,619,945 
Special Acct, 6,322,162 
Notes......+. 64,194,411 
Other Deps.:~ 398,014,081 { Coin..... cose 2,225,736 
Bankers....« 303,090,823 
Other Accts... 94,923,258 
440,964,959 440,964,959 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 












ssuée Dept, i-— 
Notes ia cireulation.,... 
Notes in banking depart- 


ment ciicvtstcaccen es 63:9 62-4 64-3 
Government debt and ; 
SOCOLTTEEY ooo vos cccnce *RI299+2°1299- 2 1299" 
Other securities...... ids . 6-7, O88 0-8 
GO .tiish tic bide dose ‘ 0:2 0-2; Of 
Valued at s. per fine os... 172/3; 172/38) 172/3 
Banking Dept. -— 
Deposits :— i 
blic Accounts .......4 22-3 13- 18-9 
Treasury Special Account 53:6 45h 6-3 
Bankers ........ bin btihe 300-0, 297-0 303-1 
MGR Si. x db, SEs y 693- 9-0 94-9 
Wottivksi. sch vias cis ‘ 469-2) 410-7, 423-2 
Securities. +— | 
Government............ 361-8 315-9) 33 
Discounts, etc..........% & 25-0) 27-1) 26- 
OES pcndennse<ivaceee “4 +2)... 22° 
Retal <5 b+ 6d ods dake pes $e -2)| 374- 
Banking dept. res,........ 66: 
° 
“ Proportion”... dsscses es > 15-6 


* Government debt is £11,015,100, capital £14,553,000, 
Fiduciary issue reduced from £1,350 million to {1,300 
million on March 4, 1948. 
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PRIcES 
| Oct. 7, | Sept. 21,) Oct. 5, 
1927 = 100 | “Your | “¥gas | oae 
Other foods........e00. 138-7 | 138-8 | 138-8 
apn i irae, es 143-1 18l+h | 1772 
Mines... és05s3 ces vee | 232-9 | 250-7 | 264-6 
Miscellaneous .4.++..-66 | ISET | 155°? | 154-9 
| 149-9 | 1634 | 163-9 
190i WO 228s: 206-3 | 224-8 | 225-5 





GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week 
Spot cash prices were as follows :— 
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SERVICE. 


Founded over a century ago, The Union 
Bank of Austfalia, at its Branches throughout 
Australia and New Zealand, offers a com- 
prehensive Banking Service covering every 
modern requirement. 

This extensive organisation is placed at the 
disposal of visitors desirous of transacting any 
description of banking business. 


We invite you to discuss your travel and 
banking problems with our — specialised 
departments. 


UNION BANK 
OF AUSTRALIA 


LIMITED 


Lstahlished 
1837 


Head Office : 
71, CORNHILL, 
LONDON  E.C.3. 


Branches throughout 
Australia 
and New Zealand. 


THE 


BANK OF NOVA SCOTIA 


(Incorporated in Canada with Limited Liability.) 
Established 1832. 


General Office: Toronto, Canada. 
Paid-up Capital ... oon « env uke «-» $12,000,000 
Reserve Fund... ib oes oie - $24,000,000 
Total Assets over... ove one --. $700,000,000 


Special facilities are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfoundland, 
Cuba, Puerto Rico, Dominican Republic, Jamaica and the United States 
at New York. 


Address enquiries to London Branch: 
108, OLD BROAD STREET, E.C.2. 


Georce C. HitcHmMaN, Manager 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, I 
ANNUAL INCOME EXCEEDS  £17,500,000 


ASSETS EXCEED 
CLAIMS PAID EXCEED 
(1947 Accounts) 


£102,000,000 
£189,000,000 





THE ALEXANDRIA WATER COMPANY, LIMITED, 
ALEXANDRIA, EGYPT 


INTERIM DIVIDEND i 
HEREBY GIVEN that an Interim Dividend of FOUR 
SHILLINGS per £5 share on Coupon No. 120 will be paid without 
deduction of British Income Tax but less Egyptian Government and 
Alexandria Municipal Taxes amounting to 5.904d., making 3s. 6.096d. net, 
on and after the 15th October, 1948, at the National Bank of Egypt, in 
Alexandria at Rue Toussoun, or in London at 6, Ki William Street, 
E.C,4. Dated, Alexandria, Egypt, the 10th ptember, 1948. 
By order of the Board, 
ROBERT WALTON, Manager. 


NOTICE is 








COUNTY BOROUGH OF IPSWICH EDUCATION 
COMMITTEE 


SCHOOL OF COMMERCE, ARGYLE STREET, IPSWICH 
PRINCIPAL: H. G. BENNER, B.A., B.Sc.(ECON.). 
Applications are invited from men or women for a permanent full- 
time pest at this school. Salary will be in accordance with the Burnham 

Technical Scale. 

Applicants should hold a B.Com. degree or equivalent qualifications 
and be prepared to teach Mathematics, Statistical Methods and Accoun- 
taney up to Intermediate standard, to assist with oiher subsidiary sub- 
jects and to take up duties early in January. 

Forms of application may be obtained from the undersigned, to whom 
they should be returned, when completed,» within fourteen days of the 
appearance of this advertisement. 

J. T. HILL, Chief Education Officer. 





17 Tower Street, Ipswich. 
NDUSTRIAL ADMINISTRATION OR TRADE. ASSOCIATIONS.— 
Seotsman (40), available now. Chartered Accountant and Cost 
Accountant. Twenty-five years’ experience Glasgow and London in pro- 
fessional, commercial and Trade Association secreturial work, including 
six years secretary/manager wartime Pool trading Company, turnover 
£250,000 p.a. Accounting, investigations and reports, statistics, indus- 
frial organisation, price agreements, negotiations Government Depari- 
ments and Trades Unions.—Wm. Eadie, 1 London Terrace, Glasgow, W.2. 


Xe International commodity promotion organisatien invites applica- 
«i tions for the post of Research Assistant (female) at a commencing 
salary of £500 p.a. A university degree ®r recognised qualification in 
Statistics is desirable, and an active and intelligent interest in current 
affairs essential. Candidates should apply giving details, and the names 
of two referees. Box: 849, 


‘tx assistants with sound qualifications required for factual research 
work in connection with monopolies, combines and large-scale 
businesses. The appoititment will in the first place be for a trial 
period, but after that would be. for a term of years. Box 851. 


age SALE: ECONOMIST—Sept. 1943 to Sept. 1948, complete with 
Indexes—i5, Times—Oct. 1943 to Sept. 1948—£5.. Craddock, 292, 
Badsley Moor Lane, Rotherham. 


Printed in Great Britain by St. CLEMENTS PRESs, LrpD., Portu 
at 22 Ryder Strect, St. James’s, London, $.W.1, 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL 
CAPITAL FULLY PAID wd ove 
RESERVE FUND & BALANCE carried ‘orwa 
DEPOSITS & CREDIT BALANCES 

as at 28th February, 1948... ... .- £87,927 503 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland 
London Offices : 


CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 












- £4,500,000 
e+ €2,400,000 
ov €2,768,759 


eee 


eee 


B. W. BLYDENSTEIN & CO. 


Established 1858 








BANKERS 





54, 55 & 56, Threadneedie Street, London, E.C.2 
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CANADIAN PACIFIC RAILWAY COMPANY—(Incorporatead in 
Canada with limited liability)}—ONTARIO AND QUEBEC RAILWAY 
COMPANY FIVE PER CENT. DEBENTURE STOCK. SIX PER CENT. 
COMMON STOCK.—In —— for the payment of the half-yearly 
interest payable on December Ist next. the Debenture Stock Transfer 
Books will be closed on November Ist and will be reopened on Decem- 
ber 2nd. The half-yearly interest on the Common Stock will be paid on 
December Ist to holders of record on November ist.—R,. F. TREMAYNS, 
Deputy Secretary, 8 Waterloo Place, Pall Mali, London, S.W.1, 
October 8, 1948. 
MERCHANT VENTURERS’ TECHNICAL COLLEGE, 
BRISTOL 


\ DEPARTMENT OF COMMERCE 

Resulting from promotions, two vacancies for full-time Lecturers 
occur, for which applications are invited. 
(1) A graduate Lecturer in Statistics (including Mathematics) and 
wconomics, 

(2) A graduate Lecturer in Economics and Economic History. 

Both posts will carry responsibility allowance additional io scale 
salary in the case of suitably qualified and experienced applicants, ‘Ihe 
baste salaries will be in accordance with the Burnham Technical Report, 
in which previous ogee J and industrial experience will be taken into 
account in fixing the scale position. 

(Basic Scale, by £15 to £555, plus £30 graduate allowance, pilus any 
yee as are. ) 

orms of application and further particulars obtainabie rlicat 
to Registrar, Merchant Venturers’ Technical College Bristol — 

ANDREW ROBERTSON, D.Sc., F.R.S., Principal. 

PPLICATIONS are invited for an appointment in an industrial 
A organisation at a salary of between £850 and £1400, according to 
experience and qualifications. Work will consist mainly of research in 
economic, industrial and sociological problems. Applicants should 
possess a university degree and should have wide knowledge of and 
interest in current affairs. Qualifications or experience in economics 
would be valuable, but the chief requirement is a capacity for critical 
analysis and clear thinking. Age should preferably be between 30 
40. Applications Stating age, education, qualifications and 
particulars of experience should be sent to Box 855. 
fy.O COMPANY DIRECTORS.—Is a_ substantial Company or Trade 

Organisation interested in a top-level executive? At. 33 years @ 
age he earns £2,000 p.a. as Director-Secretary of a national Trade 
Organisation. Noted organiser, ten years’ varied experience Boards ¢f 
Directors, Public Relations, Government Departments, Trades Unions. 
Honours professional qualifications, but technical training and knowledge 
are only the background to unlimited horizon. This is the right mam 


for a “big job” ensuring financial return commensurate with respol- 
sibility and prestige.—Box 854, 


———e 


POSITION open Book-keeper Cashier, Timber Exporting Company, 
Lagos, Nigeria. Must be conversant with costing system. able te 
supervise expenditure and deal with African. staff. Willing travel UP 
country. Commencing salary £800 p.a.—Box 852. 


U RGENTLY required. Coaching for Logic Intermediate Examination, 
_ Write Box 847. 


M.A., 2nd Class Hons. Econ., 4 languages, seeks post.—Box 856. 


es SALE.—The 1946-48 Edition of Keesings’ Contemporary Archives, 
Ee Excellent condition, £6 for quick sale.—Box 860. 
NATIONAL NEWS-LETTER: Applications are invited for the post 
4‘ of Assistant-Editor. Age 30-40, Previous Ciportence as 
ores or tt ag essential, Starting salary p.a. Send - 
‘tails in writing to Business Manager, Nationa -Letter, 
Buckingham Palace Road, London, Wl a0 are ; 


8. ‘ 
i weekly by THe Economist Newspaper, Lt... 


Published 


~———— 











U.S. Representative: R. S. Farley, 111, Broadway, New York, 6.—Saturday, October 16, 1948. 








